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Messieurs: amas ee Meas 
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| | “Clerk of the Committee. 


ORDERS OF REFERENCE 


Hovusp or CoMMONS 
Tuurspay, 10th April, 1930. 


Re. te Seek Standing Order 63 of the House of Commons, relating 
ointment of Select enane Committees of the House, be amended _by 


ect Selecting Commas on Railways and Shipping, owned, ersied and 
‘olled by the Government, to which will be referred the accounts and the 
ates of the Canadian National Railways and the Canadian Government 
lerchant Dieuee for the Dak session, for consideration and for nee to 


that the baal Committee consist of Messrs. Bell (St. Snnee Cantley, Chaplin, 
rerar, Duff, Fansher (Lambton Hast), Fiset (Sir Eugene), Geary, Gray, 
Hanson, Jenkins, McLean (Melfort), Milne, Power, and Stevens. 


ARTHUR BEAUCHESNE, 
Clerk of the House. 


Monpay, 5th May, 1930. 


- Ordered,—That the Estimates of the Canadian National Railways, Cana- 
National Steamships and Maritime Freight Rates Act, presented this day, 
referred to the said Committee. 


ARTHUR BEAUCHESNE, 
Clerk of the House. 


Mownpay, 5th May, 1930. 


BALNo 130, An Act as ihe Canadian National eee and “ 
vide for the refunding of certain maturing financial obligations. 5 


ide for certain financing in connection with certain lines of railway located 
ipally in the State of Vermont. 


ARTHUR BEAUCHESNEH, 
Clerk of the House. 


Tuespay, 13th May, 1930. 


id ommittee an es from aah to as required, a that Standing 
be ees in relation thereto. 


ARTHUR BEAUCHESNE, 
Clerk of the House. 


REPORTS OF THE COMMITTEE 


; J 
First Report 


Fy 


First Report 


Your Committee recommend :— 


2. That 500 copies of proceedings and evidence which may be taken b 
your Committee be printed from day to day, as required, and that Stan 
Order No. 64 be suspended in relation thereto. 


All of which is respectfully submitted. . 


SIR EUGENE FISET, 
1G hairman. 


(First Report concurred in 13th May, 1930) 
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_ MINUTES OF PROCEEDINGS 


Room 231, HousE or Commons, 
Turspay, May 13, 1930. 


The Select Standing Committee on Railways and Shipping owned, operated 
controlled by the Government met at 11 a.m. 


Members present: Messrs. Cantley, Chaplin, Crerar, Fansher (Lambton 
)y Fiset, Sir Kugéne, Geary, Gray, Hanson, McLean, (Melfort), Milne. 


ve attendance: Sir Henry Thornton and other officials of the Canadian 
ational Railways Company. Mr. Smart, Deputy Minister of Railways and 
janals. Mr. pe Beeman of ‘Railways and Canals. 


Mr. McLean took the Chair. 


Copies of a statement “Canadian National Railways—Analysis of 1929 
ations as Compared with 1928” were distributed to the members of the 
vommittee. 


Sir Eugéne Fiset, having arrived, took the Chair. 


Sir Henry Thornton made a few observations respecting the operations of 
the Canadian National Railways during 1929 and, thereafter, pages 1 to 6 
the statement were considered. 


On motion of Mr. Hanson, Resolved, That leave be asked to sit while the 
House is sitting. 


On motion of Mr. Hanson, peed That leave be asked to print the pro- 
eedings of the Committee and evidence taken. 


JOHN: Eau N: 
Clerk of the Committee. 


MINUTES OF EVIDENCE 


Room 231, 
House or Commons, 
Turspay, May 13, 1930. 


_ The Select Standing Committee on Railways and Shipping met at 11 o’clock 
-a.m., the Chairman, Sir Eugéne Fiset, in the chair. 


: The Vice-CHairMAN: I assume that this morning, Sir Henry, you want 
to go over the annual report. That is the usual procedure unless the committee 
wishes it otherwise. 


Sir Henry THornton: The members of the committee have, of course, 
copies of the annual report, and I would ask that there be distributed to each 
member of the committee an analysis that has been prepared as to the 1929 
‘operations as compared with 1928. That is pretty much the same information 
__ which we had in past years distributed to the committee except that I think 
it is in a little more complete and elaborate form this year. As soon as those 
reports have been distributed we will go ahead. 

The pamphlet which you each have is in a fair amount of detail and 
reveals the outstanding features in connection with the gross earnings and the 
expenses. I think possibly we could make time best by going through this 
pamphlet which you have, and I think that after that is finished it will have 
probably answered 75 or more per cent of the questions that might arise, 
although there will no doubt be certain details with respect to which some 
members of the committee will want some information. Is it your pleasure, 
Mr. Chairman, that we should take this pamphlet and go through it? 

The Acting CHAIRMAN: Unless the committee decide otherwise. 


Sir Henry THornron: I think that is the course we followed last year. 

In a preliminary way I might briefly state that the outstanding facts in 
connection with the railway’s operations for last year are so well known 
that they hardly need any comment from me. Suffice it to say that during 
the year 1929 business was exceptionally good and showed marked improve- 
- ment over the previous year until the middle of the summer. At that time 
there became evidences of the probable crop shortage. However, at that time 
the equipment of the railway company had been distributed throughout the 
west, as is our habit, for the movement of the crop; that expense had already 
‘been borne and could not, in any sense, be recalled. Then there came the 
erop shortage and the failure of the crop to move normally which severely 
‘reduced the gross earnings of the transportation companies of Canada—not 
only ours but also the Canadian Pacific. That resulted in very material 
‘reductions in the net revenue of the company. It came with a certain degree 
of suddenness, and, as I stated a moment ago, a very considerable expense had 
already been incurred by preparing for the crop movement which failed to 
- materialize. 

Mr. Hanson: Through no fault of the railway. 


‘ Sir Henry THornton: We had to take the necessary precautions to 
move the crop, because those preparations commence about the middle of the 
spring and have to be carried out, otherwise we might be caught with a crop 
© move and no equipment to move it in. Well, we had taken such steps in the 
aeanwhile as prudence and good business judgement would indicate to meet 
che situation, but we have tried to avoid doing those things which would 
rejudice the ‘interests of the company and bring distress to our employees, and 
- create a feeling of depression in the country. That briefly represents the 
ituation as a whole. 
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By Mr. Hanson: 

Q. I notice on the first page that the decrease is approximately sixteen 

and three-quarter million dollars, of which you attribute fifteen and a half 
million to failure to move the crop, alone?—A. Yes, that is practically the 
whole thing. In other words, had the crop moved normally, notwithstanding the 
fact that it was a relatively short crop our position would have been materially 
better. 
_ Q. Eventually do you expect to retrieve any of that by the moving of the 
crop?—A. The grain eventually has to move. It is commencing to move now, 
and we hope that from now onwards the grain movement will be expedited; 
and we also hope that with a good crop this year, and a normal movement, 
we shall be able to retrieve a fair amount of what has so far been lost. 

I think with that statement I will ask Mr. Fairweather to take the 
pamphlet which you have and read it. I will take the liberty of interrupting 
him from time to time and suggesting that we might skip certain items. 


Mr. FarRwEATHER: 


ANALYSIS OF 1929 OPERATIONS AS COMPARED WITH 1928 


Net REVENUE 


The operations of the Canadian National Railways for the year ending 
December 31, 1929, resulted in a net revenue from railway operations of $45,- 
062,080, and while this is a decrease of $13,321,497 from the record established 
last year, it is practically equal to the figure obtained in 1927, which, up to 
that time, had been the record. The early months of 1929 gave every indication 
of revenues in excess of the 1928 record, but the relatively poor crops and the 
disturbed economic condition in the Fall of the year caused a large decrease 
in gross revenue and adversely affected the net. The following table shows 
the monthly results of operation for the years 1928 and 1929, and reveals at 
a glance the disturbance in the Fall months:— 


Gross Operating Net Revenue from 
— Revenue Expenses Railway Operation 
1928 1929 1928 1929 1928 1929 
$ $ $ $ $ $ 
Danlanyan.: 46. 18,871,671 18,177,685 16, 550, 660 16,092,944 | ' 2,321,011 2,084, 741 
February....... 19, 588, 702 19, 614, 509 16, 120,491 16,178, 822 3,468, 211 3,435,687 - 
Marching a3 21,157, 650 22,173, 633 16, 422, 678 16, 843, 293 4, 734, 772 5, 330, 340 
TaN oh Ua eae 19, 811,399 22,455, 244 16, 927, 113 18,012,064 2,884, 286 4,443,180 
Mayenne acc. Dialers 22,527,219 18,095, 900 19, 373, 150 3,655,437 3, 154,069 
ANTHERS Metter he 22,032, 767 22,196,921 19, 226, 109 19,755,993 2,806, 658 2,440,928 
MUlyees ee 23,291,805 23,363,406 19, 673, 357 19, 708, 424 3,618,448 3, 654, 982 
PATIOUST A ives 24,429, 340 22,815, 825 18, 345, 027 18,225,901 6,084,313 4,589,924 
September..... Da Sonloll 23, 383, 862 18, 869, 490 18, 190, 524 6,513, 661 5, 193, 338 
October....:.. 30,154, 743 23,979,427 19, 831,429 18, 154, 912 10,323,314 5,824,515 
November..... 26, 558, 312 20, 204, 002 19, 419, 132 17, 228, 242 7,139,180 2,975, 760 
December...... 23,601,044 18, 987, 240 18, 766, 758 17,052, 624 4,834, 286 1,934,616 
Morales 276, 631, 921 259,878,973 218, 248, 344 214,816,893 58, 383,577 45,062, 080 


Mr. Geary: The operating expenses during the last few months decreased. 
Would this decrease be attributable entirely to lack of operation or to some 
economies in operation? 

Sir Henry THornton: That, I think, is explained later on. You will 
find that the answer to your question will appear under Operating Expenses 
on the second page. 
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ovember and December. 


Gross REVENUE 


AILWAYS AND SHIPPING 


The gross revenues for 1929 amounted to $259,878,973, representing a 
ease from 1928 of $16,752,948, or 6 per cent. 
antirely due to the reduced crop in the Prairie Provinces and to marketing 
conditions, as a result of which a larger portion of the crop remained in Canada 
at the end of the year than in previous years. The decrease in revenue from 
grain shipments alone amounted to $15,509,311. The non-operation of harvester 
cursions, due to the small crop and the changed method of harvesting, 
- decreased passenger revenue by $1,250,000. 
the collapse of stock market values and the resulting lethargy in business during 


This decrease is almost 


Another disturbing feature was 


The disturbance brought about by these conditions in the’ freight traffic 
of the System may be seen from the following:— 


+Increase | Percentage 

Tons Percentage of of 

— Carried fo) — Decrease | +Increase 

Total over or 
1928 — Decrease 
Dar TS OLA OMICHINUN@ LG els ee eis whe coe es 10, 142, 252 16-56 |—4, 541,842 —30-93 
ONUet Mot AMinvAl see A Ne Mn ek een 1,386, 827 2-26 |— 64,922 — 4-47 
; THD VEASYS sy oe RE A) SS oA Cok Ne A 21,9238, 729 35-79 |+ 896,969 + 4-27 
Mee NETS OLCSIS ek hea ee a A 8,938,340 14-59 |—1,083, 674 —10-81 
Products of Manufactures and Miscellaneous.......... 18, 863, 730 30-80 |+ 535,929 + 2-92 
61, 254,878 100-00 |—4, 257,540 — 6-50 


’ Sir Henry TuHornTon: 


_ Mr. Hanson: 
Sir Henry THornton: 
Mr. Hanson: 
~ Mr. FarrwEatHer: 


No. 


_. Sir Henry TuHorntTon: 
- Mr. Hanson: 
Mr. FarrwhaTHER: 


me, 
G 


I think that the pulp and paper shows an increase. 

os Paper is, of course, a manufactured article. 
wood shows a decrease of 843,000 tons. 

Mr. Hanson: Is paper listed under the product of manufacture? 

Manufactures. 

Oh, well, that accounts for it. 


6: 0 per cent, and revenue ton miles decreased 15-97 per cent. 


lecreased 610,528—3-77%. 


Mr. Hanson: The products of agriculture are very large, but I am rather 
surprised to learn that the products of the forest have decreased. 
i I think that was largely due to the disturbed 
condition of the pulp and paper industry. The output has been reduced, and 
_ there has been a disturbance in respect to price. That is the explanation. 


Is not the gross tonnage in excess of the previous year? 


Pulp- 


Further effects were a decrease in the average haul of a ton of freight 
rom 315-26 miles to 283-34 miles—a 10 per cent decrease; and an increase 
he revenue per ton mile from 1-014 cent to 1-116 cent, or 10 per cent. 
percentages freight revenues decreased 7-54 per cent, revenue tons decreased 


Passenger revenues decreased $2,174,138 or 6°36%; passengers carried 
Passenger miles decreased 118,613,831, or 9-16%. 
ie average revenue per passenger was $2.05 in 1929 as compared with $2.11 in 

and the average revenue per passenger mile was 2-732 cents as compared 
2-641 cents in 1928, an increase of -082 cent, or 3:1%. Express revenue at 
381,328 shows an increase of $73,954 over 1928, or -56%. Revenues from 
riage of mail amounted to $2,995,337, a decrease of $103,875 from the previous 


Sih tae vary 
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year. There was in reality an increase in the volume of mail traffic and a co 
responding increase in mail revenue earned in the year. The 1928 accoun 
however, contained an item of $170,000 for back mail pay. Telegraph an 
telephone revenues at $6,122,152 show a satisfactory increase of $693,240, or © 
12-76%. Other revenue of a miscellaneous nature amounted to $11,713,358, an 
increase of $543,922, or 4-86%. 


Mr. Hanson: Passenger revenue seems to be on the toboggan. Is th 
due to the competition of the motor bus or motor truck? : 


Sir Henry THornton: I do not know how we can explain that. I wou 
say certainly a fair proportion is due to highway competition, the larger 
of the automobile by tourists with the continual improvements in roads, there 
a tendency on the part of the tourist to travel in his own vehicle. 


Mr. Hanson: That is almost a permanent condition. 


Sir Henry Tuornton: That is almost a permanent condition, and it 
becoming more prevalent, although there is this comforting fact in it, that tl 
tourist who comes to Canada in his automobile, probably leaves more mong 
_behind him than he who comes on the railway train, because he has to bi 
gas and oil, and pay garage expenses, but still he has to go to the hotel. 


Mr. Hanson: There is not much satisfaction to the railway from that. 


Sir Henry THorNToN: There is not much satisfaction to the railway, bi 
he does leave that much more money in the country, and it does, indirectl 
have a certain advantage to the railway company. For instance, it has been 
estimated, and I think conservatively, that tourists leave annually in Canad 
$300,000,000. That is a fine business because, as far as the country as a whole 
is concerned, it is all net profit, it is all spent here. ar 


Mr. Hanson: In view of the decrease of passenger earnings, how do yo 
justify increasing the speed of the new trains? I am not questioning you, but 
I would just like to know. 


Sir Henry THornton: It is quite simple, and I fully thought that ques- 
tion would be raised. The object of a railway company is to fill its trains, to 
get more business. The better service you give the public, the more competitive 
business you are going to get. For the last seven years we have been steadily 
improving our roadbed, and our equipment. We have introduced automati 
signals and all of those transportation facilities which permit higher speeds an 
better use of the property. That situation having now been developed, 
decided that we could cut the speed of our trains and I take it that you a 
referring to the service between Montreal and Toronto and Chicago, that v¥ 
could increase the speed of those trains and reduce the running time, thereby 
attracting more business to our line. That is the reason we did it, to get more 
business. The better facilities you can offer the public, the more business you 
get, and those trains, I venture to say, will prove highly profitable. For 
example, the way improved facilities help business; I think it was in 1923 « 
1924, we inaugurated a service between Montreal, Philadelphia, Washington and 
points south, by way of the Central Vermont Railway, through the Pennsyl- 
vania Station. Such train had never been run before; there was no connection 
without changing cars between Canada to southern points in the United Stat 
For about a year that train just broke about even; to-day it is a highly profitabl 
service and, far and away, the most highly profitable we have on the the rail 
way. In other words, that train has built up for itself a definite patronage, a 
after all, if all our trains paid as well as the Montrealer and the Washingtonian, 
we would be making money on our passenger service instead of losing it. The 
same applies to the new service inaugurated between Montreal and Toronto 
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d Chicago. That places, in point of speed, an improved facility at the disposal ° 
e public, and we believe that those trains will be profitable. They have 
certainly shown very satisfactory results so far. 


_ Mr. Geary: Does that train run without a stopover in New York? 


_ Sir Henry Tuornton: You are speaking of the train between Montreal 
and Washington. Those trains simply pass through New York, 


Mr. Geary: There used to be a stapaver there. 


Sir Henry Tuornton: Perhaps there would be ten minutes for changing 
wines. There used to be a stopover; there was no connection there, but since 
his train has been put on, it runs straight through New York. 


Mr. Hanson: Sir Henry, there is only a limited amount of business to be 
done between the points you refer to, Montreal and Chicago we will say, so any 
business you get is at the expense of your competitor. 

Sir Henry THornton: I would not quite agree with that. 


_ Mr. Hanson: Any business you have must necessarily be at the expense 
of your competitor. 


rh 
a Sir Henry THornton: I would not say that. There must always be a 
rtain amount of business that is competitive, but we find that the better 
the facilities you give, the more you excite general railway travel. Let us 
take these trains between Chicago and Montreal. Now Montreal and Quebec 
are to-day great Atlantic ports, the St. Lawrence water route every year is 
appealing every year to a large proportion of the people in the United States, 
_ particularly those west of Chicago, who are going abroad, in competition with 
- New York, for example. Montreal is becoming more and more an important 
North American business city. Formerly people might go abroad through 
ew York, but with the superior advantages of the St. Lawrence route, with 
e fast trains from Chicago to Montreal, and vice versa, we intend to popu- 
rize the St. Lawrence water route, and attract people to Canadian ports as 
pared to American ports, It is quite conceivable that if there were not good 
rain service between Chicago and Montreal, people going abroad might go 
to New York, spend a day or two there, then come up to Montreal and take 
ship from that point. But, with the ood service from Chicago and points west 
in the United States, we attract passengers to travel on our train. It is true 
that there is competition, and I think it is a very good thing. It keeps us on 
ur toes and it does the same for our competitors, but the point is this, that 
soon as you offer the public some kind of new facility, some kind of new 
service, they never had before, more and more people will take advantage of 
‘it, in other words, it excites railway travel. 


Mr. Hanson: That is an element, but a certain proportion is at the 
cpense of your competitor. 


Sir Henry THornton: Certainly. 
Mr. Cantiry: What is your passenger traffic’s total loss? 


. Sir Henry THorntToN: That is a pretty difficult question to answer right 
off the bat, Colonel. 


Mr. Cantey: You were able to give it to us last year. 


Sir Henry THornton: I think we said something like ten million dollars 
st year, I would not be certain. We can answer that right away. 


Mr. Gary: While that is being looked up, is there reflected in those 
res the loss of revenue from harvesters’ excursions? 


Sir Henry THornton: Oh, yes. 
Mr. Geary: That would be quite an item. 
Sir Henry Tuornron: It is a million and a quarter. 
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Mr. Geary: I know that it is reflected in all these figures in this par- 
ticular paragraph. 


Sir Henry THornron: About ten million dollars a year, Colonel, is the 
answer to your question. 


Mr. Hanson: That is what you lose in your passenger service. 


Mr. Canriey: Well, that amount, “I think, has grown considerably; IL 
think there was a time when it was about six million dollars. 


Sir Henry THorntron: That may be, I do not know; that is, gross. ‘Yor 
can get the other figures to-day, but on the other hand, it is not quite fair v 
assume that because from the arithmetical point of view, you are losing tel 
million dollars in passenger business that is all loss. Now, our experience in 
passenger loss is pretty much the same as every continental railway on the 
North American continent. I do not think any of us are making any money a 
all out of our passenger business as a whole, but you have got to maintai 
passenger services and you have got to maintain good passenger services in th 
interests of the enterprise and the country as a whole. In-other words, ¥ 
cannot shut up the passenger department. We cannot divest ourselves of ou 
passenger services. We have got to continue passenger services, and if we are 
going to continue them they must be first-class. There is no use having any 
thing on a railroad unless it is good. If it is not good, do not have it. A 
those facilities for travel and inter-communication assist in building up th 
country and have an indirect value which probably is fully as great as the loss — 
that is experienced. ae 


Me 


Mr. Cantirey: I am thoroughly in accord with all that, but the reason 
ask the question is that the popular opinion of the man on the street is that 
better and better passenger services should be provided and that it is a 
profitable service, while the fact is that it is anything but a profitable service. 
That is the point I want to bring out. ee. 


Sir Henry THornton: I do not know that the popular opinion of. th 
man on the street is that it is a profitable service, but I certainly know tha 
the public expect better service all the time. cae 


Mr. Cantiey: There is not any doubt that the ordinary man on the 
street thinks you are making a profit. ike 


Sir Henry THornton: The only passenger services that really pay are — 
ite aang services serving large metropolitan areas such as New York and 
ondon. é 


Mr. Hanson: The greatest ratio of losses is on the little country jer’ 
water routes. oe 

Sir Henry THornton: To go back a little. The governing factor i . 
passenger service is the degree to which you fill your train. It does not cost 
any more to haul a train full of passengers than it does, empty, and ever 
passenger you get into the train is just that much velvet, and therefore if yo 
can fill your trains you can make money. The trouble is that we cannot fil 
our trains. The running of suburban services pays because the trains are filled. 
and not only filled, but people are usually standing in them. o 


Mr. Hanson: Ten million dollars is rather a colossal loss. 
Sir Henry THornton: Yes, it is pretty large. 


Mr. Geary: That is subject to a little modification. If you have light. 
passenger traffic you would decrease your haul of coaches, for instance or do == 
you run the same number of coaches through? a 
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Sir Huns ee As far as out of pocket expenses are concerned, 
does not cost more to run a passenger train with six cars than it does with 
ip oares  c. a 


; ‘Mr. Geary: I am glad to hear that. It has not been always argued that 


_ Sir Henry Tuornton: No, a great deal depends on what you are trying 
o prove. I am telling you the truth now. 


Mr. Hanson: It all depends on the point of view. 


fe Mr. Guany: If you tell that before the railway board, we might be able 
to get along better. 


% Mr. Hanson: The net result of the discussion is that your passenger 
service loss of revenue is going back each year, getting greater. Two years ago 
_ it was about six million dollars; now it is about ten million. 

ee 


amend 


a Sir Henry THornron: I cannot remember ~ what it may have been then. 
__ I think you have to take that into consideration as a proportion of the gross 
‘revenue. That is, you might experience a progressive loss in passenger service, 
~ but which compared on a percentage basis with gross revenue, might show 
_ improvement. 


. Mr. Geary: The importance of that is the fact that the greater the 
‘passenger business, the greater the net loss. 


Sir Henry THorntTon: Up to a certain point. You get to a certain point, 
then beyond, when you get a certain volume of traffic, then you improve your 
: position. 

Mr. Gary: If you get to the point of saturation. 


Sir Henry THornton: Until you get to the point of saturation. There 
is no use kidding ourselves that passenger business is in itself a profitable 
business, but it is something that has to be carried, and must be carried on 
well, and indirectly, there is an advantage in having first-class passenger 
services. 


Mr. Hanson: Some years ago it was suggested that there might be 
co-operation or co-ordination between you and the other great system, in 
services, which would eliminate this loss. Has anything been accomplished 
with’ regard to that? ; 


Sir Henry THornton: Well, I have not been able to accomplish any- 
thing. We are perfectly willing to collaborate with the Canadian Pacific Rail- 
‘way at any time with respect to passenger services anywhere in Canada, and 
I made that offer several years ago but it was not accepted. 


- Mr. Hanson: You have not been able to get them to agree. 
Sir Henry THornton: That is the idea, that is it. 


‘Mr. Hanson: Of course, the most glaring instance of that is between 
ere and Montreal. 


_ Sir Henry Tuornton: That is quite true. 
: Mr. Hanson: That is the one that comes under our notice most. 


Sir Henry THornton: Yes. I would be quite willing to pool our services, 
pool our receipts, to pool our losses, or to do anything anyone wants to do, 
hat will reduce passenger service losses in cooperation with the Canadian Pacific 
way. That offer is made now, and it stands. 


® = pes = 
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} ie ae me: e ih vat 
Mr. FarrwkeatHeR: A summary of the compara 
1929 is as follows: — 
| -+ Increase 
—— 1928 1929, or 
— Decrease 
$ $ $- 
Protaht.c..20. 2c: oe sca ee ee 209,439,963] 193, 653, 911]—15, 786, 052 
Passeliber.... fo)... Pk ak 34,187,024]  32,012,886|— 2,174, 138 
Meath es reat Bie ee ee 3,099,212|  2,995,337|— 103, 875 
Express 13,307,374 13,381, 329}+ 73,955 
Teleg. and Teleph. 5,428, 912 6,122,152/+ 693,240 
Other traffic....... 11,169,436] 11,713,358|+ 543,922) + 
otab yc.) 5.05 fut oe ean omnes 276,631,921] 259,878, 973|—16, 752,948) = — 


OPERATING EXPENSES 


The properties of the Canadian National Railways experienced consider. 
growth during the year 1929. The operated road mileage was increased fro 
19,364.13 to 19,571.36, and miles of all track from 26,773.40 to 27,004.2 
Locomotive equipment increased from 3,032 units to 3,096 units, freight trai 
cars from 119,984 units to 123,164 units, passenger train cars from 3,721 un 
to 3,765 units and work equipment from 7,886 units to 8,234 units. : 

The comparison of the properties in the two years is as follows:— 


— 1928 
Oecd Miles oan Ar ek ike tac Na hg SG ns os a cat rc ey caer ee 19, 364-13 
Milesroftiall tracks sis, eee are ioe se a eect 26, 773-40 
PP OCOMGOLIVES! weet ic et. ii eet ee to ey ete ee ae es 3,032 
Rrerbt train Cars. oi... eye ern eal te eed ee nls ee een erence Re he 119,984 
Passenper train, Cars). 62. 5 Gare Ses yn ee as ee eee ee ee eee Beye} 
Work equipmien t.ho ac de Hat gh Se eee ee ee 7,886 


Mr. Hanson: With respect to the increase freight train units, do you 
you are fully equipped yet? . 
Sir Henry THornton: No. One of the most difficult and serious prob 
we have is the disposal of several thousand wooden underframe box-cars, whic! 
were an inheritance from previous administrations, and we will not be i 
satisfactory position until we have replaced those with modern steel equipme 
Mr. Cantiey: The funeral pyre is the only place for those. ee 
Sir Henry THornton: That is right. The only trouble is it costs mot 
We have been gradually, during the last seven years, working these cars | 
our equipment as quickly as we can, and replacing them with modern ca 
Mr. Cantiey: Those cars will be debarred from the American roads ii 
1931. So 
Sir Henry THornton: Yes. They will be debarred at that time. 


Mr. Cantiry: What increased number of cars do you suggest, 
require to meet that condition of affairs next year? 
are left? 

Mr. Huncerrorp: About 50,000 wooden cars of all kinds. 

_ Sir HENRY THoRNTON: About 8,000 of the worst type. Now, we sta 
trying to get rid of those and replace them some years ago, and have made prett: 
satisfactory progress. ; te ae Cee Se ee en 


you V 


How many of those cars 


< 
¥ 


3 ny HORNTON: Yes, it is a nurse of expense, but you will have 
ribt te all that expense in such a way as not to get it all at once. 
‘Mr. Geary: Is there any useful life in these cars? 
Henry THornton: Not much more. 
Geary: If you had the money you would replace them? 


Henry THornton: We are making certain use of them, of course, but it 
uld be unwise to try to replace all in any one year. 

Mr. Geary: It would hardly be justified. 
ir Henry THornton: I do not think it would be justified. We are using 


Do you care to tell us what your car-building program is 
he present year? 

Sir Henry THornton: Our car-building program, what equipment—I can 
re You that in two minutes. These are additions—200 freight refrigerator 
ars, 10 snow ploughs, 1,000 50 ton box cars, 12 sleeping cars, 5 “dining ears, 12 
0 ge cars, 25 tank cars, 5 depressed flat cars, flats for handling heavy casting, 
} 250 box cars; 20 baggage cars; another item of 1,250 box cars. “Well then there 


Ir, Hanson: And ike ES eiated eross outlay is $21,000,000 with increased | 
es Do you ever anticipate coming to the end af your betterment 


r a. In that table that was read there were increases in express, 
raphs, miscellaneous; is that due to the increase in rates or increase in 
ness? ws 

ir Henry THORNTON: "Increase in business. The most notable increase is 
crease in telegraphs and telephones, and that is due to the improvement 
telephone facilities, in the introduction of the carrier system which has 


a pay. ott oer Ree in 1928 we got $170,000 back Pa pay which 
he comparison out of proportion. It is really not a decrease. 


Mr. Hanson: With reference to your telegraph service, you took over the 

tern Union in the lower provinces. Did you take over the whole service? 
ir Henry THorNToN: Yes, except the cable service. 

: But you didn’t take over the trans-Atlantic cable nor did 
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Mr. Hanson: Did you get that? : 
Sir Henry THorNToN: Yes. 

Mr. CantLey: What price did you pay? 
Mr. Ross: $1,029,000. ss 
Mr. Cantiey: Was that under appraisement or under an old agreement? 
Sir Henry THornton: Under appraisement. 
Mr. Cantiey: What arrangement was made with respect to the cinployeaall 


Sir Henry Tuornton: The same arrangement was made with respect to 
employees as was made w ith all other lines of railways. The employees come | 
in just the same as the employees on the Canadian Nationai. 3 


Mr. Cantey: JI was interested in the pensions arrangement because a 
western union had a very fine arrangement. 

Sir Henry Tuornron: Well, they come in for pension just the same as i 
their service was on the Canadian "National. 


Mr. Cantiey: Is that as high a scale? 
Mr. Ross: Higher, sir. 
Mr. Cantiey: Oh, I am glad to hear it. 


Mr. Ross: Of course there are some of the old employees there with ui 
yet that are to be superannuated by the Western Union. For instance from the 
Western Union there are a number of old employees and we did not think it was 
quite fair that these old employees entitled to superannuation under the Westann 1 
Union should remain with the Canadian National and then be superannuated — 
by the Canadian National, so we made an arrangement whereby they would 
take care of their superannuation. I think there were about 11 of them we were 
continuing on in our service until such time as we did not require them any 
longer or they decided to retire, and then they went on Western Union super 
annuation. For instance a man who has served the Western Union for 30 or 40 
years, and he had only spent three or four years with the Canadian Nationa 
at the end of the time when it comes to retire, his pension counts for him th 
same as though he served the whole of his time with the Canadian National. 


Mr: Hanson: On the basis of the higher scale? 
Mr. Ross: Yes. = 
Mr. Hanson: It is very interesting to hear it. 


Sir Henry THornton: That figure was $1,100,000. I am sorry if . S 
$1,020,000. The exact figure is $1, 123 395. mee 


Mr. Geary: Did you estimate the lability in reserve for superannuation? — 


Sir Henry THornton: No. Mr. Robb was just explaining. We gave to 
the Western Union employees the same superannuation facility as though we 
had owned the telegraph line in perpetuity excepting with respect to some of 
their older men who were just about to be superannuated and we did not think 
we should carry that burden and the Western Union agreed with respect to 
those 11 men to take care of them. ae 

Mr. Geary: That was not my point. You set up a fund for superannua- a 
tion? 

Mr. Rops: Perhaps I could explain that in addition to the pensions the 
rates are higher now. As soon as ever they come under us automatically th 
same rates as paid by the Canadian National Railway telegraphs throug 
the west automatically went over the whole of the Maritime provinces an 
they are much higher rates than are paid by the Western Union. 


Mr. Geary: This telegraph line carried as liability some sort of reserve. 
to provide for superannuation, I suppose? 


RAILWAYS AND SHIPPING | 11 


Mr. Geary: You bought the physical assets? Then you contribute out 
f your funds an equal amount in order to make that up? 
Mr. Ross: No, no. 
Sir Eucener Fiser: Only with regard to 11 employees. 
‘Mr. Geary: Whoever they are. Take your case, what have you against 
future superannuation payments? It is a fund; that is a liability, is it not? 
Sir Henry THornton: We have not Balk up a pension reserve fund as 
we have an insurance reserve fund. I think that is what you are getting at. 
That is largely because the state of our finances do not permit it at the | 
moment. Therefore, we are meeting out of our expenses the annual pension — 
requirements. 

Mr. Hanson: Is that a Aoneelitery system? 

Sir Henry THornton: Not entirely. What we will do some day as soon 
as we can get around to it is to build up the same_kind of a pension reserve 

urance.reserve. There are several things of 

Ghat kind which ought to be done on the railway and the only reason it has not 
been done is just that you cannot do everything at once. 

Mr. Geary: Taken by itself that scheme is not actuarily sound? 

Sir Henry THorNnTON: Oh, no. 
Mr. Geary: But there are contributions from some employees are there 
not? In your system you have a fund on hand composed of contributions 
_ from employees, have you not? 
_ Sir Henry THorntTon: You explain, Mr. Robb, the whole pensions system. 


a Mr. Ross: We haye no contributions for the pension from the employee. 
Mr. Geary: Well, that answers the whole question. 


_Mr. Ross: There is a fund on the old Intercolonial and also on the old 
Grand Trunk in which employees contribute, and that is for sick benefits and 
insurance and so on, but only those two railways. Now in the Maritime 
provinces—that is what we have under consideration at the present time—one 
_ of the conditions on which the western Union would ‘agree to the Maritime 
Province lines coming over to the Canadian National Railways was that we 
should provide for the pensions of the employees. 
ete a Geary: Did they have a fund set up? Did the Western Union have a 
fund? 
___ Mr. Ross: I don’t know really whether they are paying out of a fund or 
ut of operating. They have a scheme for the whole of their employees the 
‘same as the Canadian National. 

__ Mr. Hanson: You have no pension fund established? You take it out of 
our operating expenses each year? 

Mr. Ross: Oh, yes. 

_ Mr. Hanson: And it is non-contributory? 

Mr. Ross: Non-contributory. 

Sir Henry THornton: And that is pretty much a standard practice. 

Mr. Geary: If there is a fund against future pensions in this telegraph 
ne you have to make that good in addition to the price you pay for the 
uation of the property? 

‘Sir Henry TuHornron: Indirectly; in one form or another. In other 
_ words it comes to this, that the care of your old employees, in any industry, 
ether His railroading or apyHne else, has come to be a charge on the 


Se 
12 SELECT STANDING COMMITTEE 


Mr. Geary: Perfectly proper. aI was only omen: about a financia 
arrangements, whether any sums are set up— 
Sir Henry THornton: No, I hope some day we can. 
Mr. Hanson: As a matter of fact it is just a matter of policy with th 
management. There is no statute. 
Sir Henry THornton: No, of course. The two things you would like 
accomplish are, you would like to have an insurance fund, a sufficient fund, 
once, to meet ail of your insurance requirements and put you on easy sti 
there. And you would likewise like to have a fund which in itself will maint 
the pension basis of all of your employees. That is the sound thing to do 
you can do it. 
Mr. Geary: One more question on these figures. You ie a ig 
track mileage of some 26,000 miles, and operating mileage of 19,000, a differ- 
ence of 7,000 miles. 
Sir Henry THorNTON: Well, some lines we are operating under lease. An 
that 27,000 miles includes third and fourth track—and yards and sidings. _ 
Mr. Geary: Well that is what I mean. 
Mr. FarrwreaTHeR: The 19,000 miles is station to station miles 
the other is the miles of all tracks, second track, third track, sidings. # 
Mr. Geary: You throw them into the other? 
Mr. FarrweatHer: Yes. 
Railway operating expenses bear relation to both the size of the prope 
ties and to the traffic handled. The operating expenses for the year 1929 wer 
$214,816,892 as compared with $218,248,343, a decrease of $3,431,451, or a 
per cent. 


Mr. Hanson: Has that decrease been brought about by laying off men 
Sir Henry THornton: Well, the next sentences will explain. 
Mr. FarrwEaTHER (Retin: 


“Had the decline in traffic been uniform throughout the year and 
concentrated in the fall months, operating expenses might have been somew 
less. Maintenance programs had however been established for the year base 
upon a normal expectancy of traffic and as the failure of the crop to move in 
normal way developed with considerable suddenness, it rendered difficult any 
compensating reduction of expenses. Moreover, the railway had already bee 
put to the expense of distributing several thousand _em ty cars in anticipati 
of a normal crop movement. The TaOney so spent, ee ee not b 
recovered. Also, having regard to national interests, it was considered unwise 
to embark upon a wholesale policy of retrenchment which would throw h 
dreds of wage earners out of employment with attendant economic disadvan. 
tages. Cons sequently, while the situation was immediately recognized, the 
company exercised a restraint with regard to measures which conceivabl 
might have created a worse and more permanent condition of depression. Th 
properties have been adequately maintained and are in a high state 2 
efficiency.” 

\ir. Hanson: Well, having regard to that whole paragraph, is it nee 
fact ‘hat you did retrench? Did not you cut out your extra work? as 

tir Henry THorNTON: We certainly did retrench so far as good judg 
ment indicated that we should. And you will find in the next paragraph that — 
we decreased maintenance-of-way expenses by $1,142,342, and transportatio1 
expenses $3,142,929. That decrease in transportation pan Was . consider. 
ably due to the automatic falling off in traffic. 

Mr. Hanson: The transportation. Of course. The men 6 icarding a 
to the ‘una. That is right. That is axiomatic. But were not some of the datal 
men talten off, the extra men? oa 


= 
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Sir Henry Tuornton: Oh yes, what you call casual labour, seasonal 

labo . Oh yes. What we tried to do was to retain in service the older and 

ore experienced employees, men who had established homes and had families, 

whom dismissal would have been a very serious thing, both to them 

he community in which they live. 

_ Mr. Hanson: Were men put on short time in the shops? 

_ Sir Henry Tuornton: Yes. 

Mr. Hanson: All over the system? 

_ Sir Henry Tuornron: Yes. Well, you might explain it, Mr. Hungerford. 

_ Mr. Huncerrorp: No, we did not reduce the time or the staff in the shops) 

a ow but we have recently made arrangements to shorten the hours some+ 

zu 

Mr. Hanson: You have a‘five-hour day some places? 

Mr. -Huncerrorp: Yes. 

‘Mr. Geary: In what proportion is labour to expenses? 

_ Mr. FatrweatHer: Employees compensation amounted to $70j891,000 

out of a total of $104,820,000. 

Sir Henry Tuornton: About 70 per cent is labour. You asked what 

# roportion of expenses were paid out for labour. That is right. Well, it is 
yughly about 70 per cent, 68 per cent. 

- Mr. Hanson: 50-58 per cent. 


Sir Henry THornton: No, that is cents. That is the distribution of 
the revenues. What Colonel Geary asked was what proportion of the trans- 
portation expenses are paid out in labour and it is about 68 per cent. In 1928 
it was $71,222,000 and the total expenses $107,963,000. 


Mr. Grary: And what was it in 1929? 
Mr. Farrweatuer: $70,000,000 against $104,000,000. I can give you the 


. Geary: That means you have dropped in compensation about a 


Mr. FarrweaTHer: $830,000. 

Mr. Geary: And you have dropped under the whole transportation— 
Mr. Farweatuer: $3,000,000. 

Mr. FarrweatHer: The decrease in material was $2,468,000. 

“Mr-Grary: That is a rough division. 

Mr. FarrweatHer: That is presented in the memo. 

Mr. Geary: The Interstate Commerce is about the same. 

Mr. FarrwEaTHeER: Yes. 

Sir Henry THornton: Shall we go on? 

Mr. Farrweatuer (Reading): 

The operating expenses of the Canadian National Railways are classified 
in accordance with the accounting rules of the Dominion Bureau of Statistics 
are divided into 144 primary expense accounts, these being grouped under 
ain heads, with self-descriptive heads as follows:— 


: (1) Maastirauns GiiwaAN ANG StMChINeCB yc. tc es mee ase hes se 40 primary accounts 
ey Maintenance ped UIPMENG. a. 66-22. cc ccise tect eeepc tae es ee 27 primary accounts 
(emer tincup eer eR Ns use ee A Sk rae 10 primary accounts 
ay MbRoTI SOLUTION eee Caen ayi eee eee kes Ne os 49 primary accounts 


3 ‘ 5 primary accounts 

(8) Rete err ree RR OG ee en hee Se Ne a's 12 primary accounts 
(7) Spee cecamiied for Investment, Cr Sept aetna cats © eR inn Aas, Kars 1 primary accounts 
‘Total... RT ese Eases rns es Ne Vet 144 primary accounts 


re 
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The comparison of expenses under these heads for the years 1928 and 1929 
follows :— 


Total Operating Expenses 1928 1929 
$ $ 
Maintenance:af Waye: oo6oe cn ee eee eee 48,010,559 17| 46,868,217 11 
Mampenanceol equipment. .2:5- cre one ee 47,918,236 40) 48,460,840 78 
BETTE G 28 se toe ced ce NS: Re camel iy ace Oy eae 7,047,167 70) 7,345,710 07 
gran sportarlons 2k yc ake SAY ceca en ce eee 107,963,695 15)104,820,765 87|—3,142,929 28 — 
Miscellaneous.) /e3 55. oh ees Pe ee ae 2,329,281 21) 2,378,644 27/+ 49,363 06 
General eases BR a ps oe ea aay) eee ee 6,785,668 17/ 6,904,941 28/4 119,273 11 
‘Lransporfavion-tor lnvestment—Or ;... oe ee —1,806, 264 12)—1,962,226 97/— 155,962 85 
Motal, 4.063. .50ss ee fe en ee 218, 248, 343 68|214, 816,892 413,431,451 27 


Mr. Hanson: Would you explain that last item. I do not know what it 
means? 


of materials used on capital account, if we transport material for our operatio 
the company’s own necessities, we don’t charge anything for the freight but 
we transport it for capital account we charge at a stated rate. I think that is 
true more or less, Mr. Cooper? 


Mr. Cooper: Yes. Seven mills a ton mile. 
Mr. Hanson: That is the standard? 
Mr. Cooper: Yes. 


Mr. Grary: Will you assure us that while maintenance of way has dropp 
$1,142,000 that does not indicate any slackening up in maintaining the way 
You stated so I think pretty definitely. Ta 

Sir Henry THornton: Well you see the total expenditure was practically 
$47,000,000. You can subtract $1,100,000 from that without great damage 
the property. 

Mr. Geary: But you have not adopted any policy of slackening up in yo 
maintenance of way. 

Sir Henry THornton: No, we have tried to exercise a certain amoun 
of economy and we have postponed certain things which can be postponed with: 
out serious difficulty for another year and we have generally endeavoured 
exercise that prudence which business judgment would indicate but withou 
unduly borrowing from the future, because you pay a pretty high rate o: 
interest when you borrow from the future in the maintenance of a railway. 


Mr. Hanson: Somewhere you say the maintenance has been maintained — 
up to a high level. 


Sir Henry THornton: It has. Each year we find ways and better mean. 
of doing things. For instance, just one little thing, we have extended the coopera- — 
tive movement to our maintenance of way employees. That is to say we are 
giving to our maintenance of way employees the same opportunities to mak 
suggestions relative to the improvement of doing work that we have in the shops 
And that is developing quite a material degree of economy. We find that our 
men are making suggestions with respect to many of the tools that they use 
many of the methods that are employed, that are valuable and productive o 
better results with less expenditure. And each year, not only in the Maintenance 
of Way Department, but in all departments, we find better and more economica 
ways of doing things, and the operation of the railway will become progressively 
more efficient. 
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Mr. Cantiey: How do you encourage that? In a financial way? 

Sir Henry THornton: No. Different districts and different regions have 
mmittees consisting of the road masters and the district engineers who meet 
eriodically with the appointed representatives of the men and the men will 
iain how a certain tool can be improved or will call our attention to perhaps 
little different way of distributing oil, as to how we can save some oil, and 
undreds of suggestions of that kind. No one may be of great value of ‘itself 
ut some thousands of them mean thousands of dollars at the end of the year. 


___ Mr. Cantiey: Well, if an employee makes a suggestion and you adopt it 
with the result that the railway is in a considerable amount of money, do you 
recompense him in any way whatever? 

_ Sir Henry TuHornton: No. I can only describe it in this way. In the 
‘shops, for instance, we were so satisfied with the result and were anxious to 
rovide some recognition and that took the form of a week’s holiday to all our 
men in the shops with full pay. That was the compensation to the class as 2 
whole for their efforts; or, at least, it was our recognition of their effort. We 
cannot very well assess it in dollars and cents, and it is not always easy to 
determine what the value of such is. So we lumped it all up and we indicated our 
‘satisfaction by this week’s holiday with pay. 


‘ Mr. Hanson: Maintenance of Way Equipment is about your largest 
item except transportation? 


Sir Henry THORNTON: Yes. 


Mr. Hanson: My observation is that you are maintaining your ways 
m your main lines pretty well but I do not think you are on your branch lines. 
made that observation last year and you denied it, or rather you said they 
were being maintained as well as the the receipts. 


Sir Henry Tuornton: That is the answer. 
Mr. Hanson: Well, there is a point beyond which you cannot go. 


Sir Henry THornton: One of the things a railway officer is supposed to 
‘know, or at least one of the things he has got to do is to decide the standard 
of maintenance which the character of the traffic demands. Of course you 
‘maintain the main line to the very highest standard. On the other hand a 
‘relatively unimportant branch line does not deserve creosoted ties, or rock 
pallast, or automatic signals. It is a matter of Judgment on the character of 
1aintenance that should be employed— 


Mr. Hanson: Or what you can get by with. 


- Sir Henry THornton: In some cases. Well, I should not put it quite 
that way. If you mean what you can do without public uproar, that is one 
ay of putting it, but no kind of public uproar would change my opinion with 
espect to what I believed to be the character of maintenance that ought to be 
nployed, otherwise I would be driven crazy. 


A Memper: You are impervious. 

Sir Henry Tuornton: I have had a fair amount of experience. 

Mr. Hanson: I travelled in a railway train the other day in one of your 
s that was built before I was born, which is a good many years now, and I 
Be ked the man where it was built, and he said in the old Harris Car Works in 
t. John—1878. 

Sir Henry TuHornton: Well, of of course it is always nice to preserve 
se old railway and political memories. 

Mr. Geary: I thought that car was running on the old Toronto railway. 
Sir Henry THornTon: I am showing signs of reformation at any rate. 
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Mr. Hanson: Well, the sum and substance is you eee to a rid of these 
old cars or you are going to have some accidents. pr 

Sir Henry THornton: I would be tickled to death if we had rock ballas 
all over the railway, and automatic signals and fine stations and grass plots anc 
fine parlour cars. I would be tickled to death if I could do all this. It is what - 
we are working to. But unfortunately we cannot do it all at once. 

Mr. Cantiey: Well, the point of my friend is that you are improvi 
enormously the traffic between Montreal and Toronto on these through trains 
and on the main line, but take for instance, from Halifax to Sydney, we hav 
a lot of equipment there that is not in keeping at all with the importance of — 
that traffic, because there is a growing and important traffic. I travelled to — 
Truro recently when as a matter of fact there was not seating sess 
for—well, 20 per cent of the traffic. 


Sir Henry THornton: Well, that is a fairly tall order. If it were any. 
body else I would be inclined to question it. 


Mr. Cantey: Thank you for the compliment but the fact remains. 


Sir Henry THornton: I have no doubt you could find some things abou 
the railway which are not done as we would like to have them done, but all 
I can say is we are doing the best we can and I look forward to the day when 
all of these things will disappear and you are riding on a rock ballasted railwa 
between Halifax and Sydney. 

Mr. Cantey: Your accommodation from Halifax to Montreal on t 
Ocean Limited and the Maritime is first class; and the Acadian, when it ge 
But when you leave the main line and travel from Halifax to Sydney, which 
a very important one, the accommodation there is not what we ought to ha 

Sir Henry THorNTon: Just make a note of that, Mr. Fairweather and 
will see what we can do. Maybe something is overlooked. i 

Mr. Hanson: I think that is true of all the branch lines. Your through 
line traffic is splendid, and you ought to have the recognition that deserves 
But the branch line equipment is poor. a 


Sir Henry THornton: Well, let us assume it is what you say it is. 
do not do that for fun. There must be some reason for it and the reason 
we are just getting around to those things as fast as we can. 

Mr. Hanson: I recognize that. I want to be fair. 

Sir Henry THornton: Personally I would be delighted if we could.gi 
that character of branch line service which would satisfy everyone. 

Mr. Geary: Probably the people would put up with almost ae to 
get from Sydney to Halifax. 

Mr. Cantiey: That is an Ontario point of view. = 

? Sir Hconry Tuornton: Well, we have your point, Colonel. I have a not 
of it. 

A Mempser: I do hope you are keeping up the standard that you founc 
on the Gaspe Railway. 

Sir Henry THorntTon: That is another story. 

Mr. Hanson: All these branch lines are another story. — 

Sir Henry THornton: I would not despair of the Gaspe Railway, really : 
—sometime— 

A Memper: And the Kent Northern? 

Sir Henry ToHornton: That is a fine property. Well, shall we ime aid 
I do not think there is anything there of interest until you get down to Ma 
tenance of Way and Structural expenses at the bottom of page 4. 

The expenses may be further divided for the purpose of comparison between 
employees’ compensation and other expenses. This comparison a 


“RAILWAYS AND SHIPPING | 17 
ear yt : 
_ Employees Compensation 1928 1929 Increase | Decrease 
5 \ 
$ $ $ $ 
Sia. ocala “ene Re aR y eR Oe erie 26,079,435! 26,251,038 171, 603 
ACO ORE aac «PRC tane Ll « « 25,088,758} 25,790,316 701,558 
6 ler tytis tek Pe ES RAIA See onee” tag INE hac ee ce an i 3, 398, 563 3,499,529 100, 966 
Se cabanas Sv) alts 2 iaaee, eas Rvs Bea TAL RPAH Sed DHT y Leis 0) Feaetn a nine 830, 836 
AZT ACS iI Gi Sah, Ane ity oe 2,022 
4,311,344 4,395, 227 83, 883 
12 hee sia) pana URE Tap oe aR EERE Oe 131,227,961) 131,453,113 225,152 
Materials and Miscellaneous 1928 1929 Increase Decrease 
$ $ $ $ 
Sa anipits Wel hobs il ao ney RC gene RD One leal AAD (ONG) bn O|ie oh. wma. 1,313,945 
Ret me in ra aiidin phi 4 « QaeIO a Oo Osa2o|E. cect cote. ces 158, 954 
3, 648, 605 3,846, 181 197, 576 
34,934,745) 32;466,689)... 0000.0... 2,468, 056 
1,202, 106 1,253,491 51,385 f 
2,474,324 2,509, 714 35, 390) 
(SESE ohne te aE Pec RRC Ro oii (PAD steBd) Paks CIB HITE ae a sae teiece 3, 656, 604 


employment. 


follows: . | 


WrercaseciuipstonericeOManmeg teeter es Ga soe cbse kel 
Wrereanes dle tovessiaperial USCOs sh sits ie ues ve ere bia ee be bee's 


The increased expenses on wage account, amounting to $225,152, was brought 
about by increases in rates of pay and changes in working agreements and 
conditions, amounting to $2,040,284, and a decrease of $1,815,132, due to less 
The harmonious relations, which for a number of years have 
xisted between the Company and the employees, continued throughout 1929. 
number of wage adjustments were effected with certain classes of employees. 
all cases the settlements were in line with those of the Canadian Pacific 
ailway, the wage question being discussed in a national sense and in some 
ases by joint negotiations with both railways. 


, The decrease in expense on 
Material and Miscellaneous account, amounting to $3,656,604, is made up as 


$ 530,080 
3, 126, 524 


$3, 656, 604 


ZB 
: i Changes in Price 


Changes in Quantity 


Increase Decrease Increase Decrease 
$ $ $ $ 
eee ee oe re en thei ae TIS PASO le ce nose 261,597 
BSR iat ga ic A ca RP COV: Tlie] Neaaemenerauontc 1,074,700. 
Me ye ee a ie os iia [Ae coerce, Nga ots Ade Da Oct cee eres 1, 623,951 
Fe ec ea tae oth. tie es oo OO cae narra matte aes Ee a 166, 276 
poet, PES ch DBO ,080 |e. ae ee ce 3,126,524 


Res ANd et oa a 
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The first main group of operating expense is Maintenance of Way and 
Structures. The expenses under this heading for the year 1929, as compared | 
with the previous year were as follows: . ‘s 


1928... $48,010,559 7s 
1929. . 46,868,217 5 
Decrease ves; St oe 


Although heavy maintenance expense had been incurred before the commence 
ment of the general decline in revenue, curtailment of expenditures during the 
latter months of the year resulted in a decrease on this account of $1,142,342, or 
2-4 per cent. A critical study of the effect of variations in wages, changes In 
the price of materials, variations in traffic, increase in size of the property, and 
weather conditions shows that the expenses are closely comparable with thos 
of 1928. 625-2 miles of new 100-lb. rail and 180-12 miles of new 85-lb. rail 
were laid during the year and 469-96 miles of line were relaid with 80-lb. and 85- 
Ib. released rail. The beneficial effects of using creosoted ties is now com 
mencing to be felt in reduced tie renewals per year. 
Mr. Hanson: You speak here ofthe effect of variation in wages. 
variations in wages have there been in the year. 
Mr. Fairweatuer: That you will see here on the next page, right at the — 
top of the next page. 
Sir Henry THorNToON: Page 5. oS 
Mr. Geary: We are asking the questions before reaching the explanatory 
paragraph. Be 
Sir Henry Tuornton: If you don’t mind my saying that the next para 
graph answers your question. Next year I think Colonel it would be a good 
thing to distribute these perhaps three or four days in advance so members 
would have an opportunity of looking it over, and I hope incidentally I shall 
bave the pleasure of greeting you all next year just the same as to-day. 
Mr. CantTLEy: We will all be here. : 
Mr. Hanson: We are all coming here. That is, we are speaking for 
ourselves. 
Mr. FarrweaTHER: (Reading) 
The decrease of $1,142,342 is made up of: 


What 


Increase or Decrease in 
Average Rate of Com- | Decrease Net 
—— pensation or Price in 
Quantity : 
Increase Decrease Increase Decrease | 
$ $ $ $ $ 
Seow a. is UAV ae 400,119} 171,603 
Materials. 2..5 Pe Sea ee ee ee 1252178) < TeSS GC. Sot ee 1,313,945 
Totaly: Gu eee Papp ee 1888 ssl ee 1,142,342 
An analysis by class of materials follows: 
Price Changes Quantity Net - 
Decrease Increase Decrease Increase Decrease Increase 
$ $ $ $ $ t ee 
TET ES Rise Reece ae CRD it 128 O06 ee ena QO DOT se: Gira 390, 183 
isis Rea rec! Qe BAS ie recs ae. T0745 (00) 2220s ee 1,084, 018 
Other: material:.-; =o 45. ||P ee 12 Boe ees 147.530) 3s oe 
ay Wyo] Pes an ae 1488, 767\5 =. ee 1,313, 945 


Pr cipal Increases: RPS UMMTOUM ENCE Maye RA eh ens tte ee es: $138, 684 


ENOUMAiVvaNVLVIRIME MAD CAra en pay Heed fa Phan cites ve cokes oles 196, 701 

rstdiauitid ovat Cya¥ dl, CO famlcerey’l SA VMK hha t=4= yma leat a nats ne Ane era che Hanae 185,526 

Melesraph and Phone Mines: 33... 2.70 be ee. Beene 365, 517 

ReMmONine eNO ANCE aNd SANG ce .6. eset os oe oe 155, 138 

IME RECOMAPUSONS  Cetnr U ey een C le hos, 103, 690 

Principal Decreases: Bridges, Trestles and Culverts.................--......-. 419, 662 
TYE) sce hie Bae As CES NO GOI RE a A A 390,183 

OCTRMBUTTIS), SORES br eptewectsN  r  eaae 1,084,018 

DD Ehremminackel Va teriglen Ge is ctr ucts tee 321, 166 

pinackalaymovand SUnACINE hi. ks gs kde les ak 437,963 


Mr. Hanson: That is just the point of my question. 

Sir Henry TuHornron: Wages increased. 

Mr. Hanson: Was the rate of wages increased in all the ranks? 
Sir Henry THorntron: Section men. 


Mr. Hanson: Good, the low man got a little increase. He is always the 
first to suffer in any decrease. What are you paying now? 


Mr. FairwWEATHER: I will give you the detail. 

Henry TuHornton: It was to the section men generally. 

. Hanson: But what are the rates now paid to the section men? 
. Huncerrorp: Forty-four cents an hour. 

. Hanson: And what was it previously? 

. Cooper: Ferty-two cents. 

. Hanson: And the foreman? 

. Cooper: I have only got it for the regular forces as a whole. 


_ Mr. Huncrrrorp: The foremen have varying rates, according to ye 
mportance of the division, but in general it runs up to about 55 to 60: cents 


Mr. Hanson: It is not based on length of service, it is based on the 
mportance of the division? 
Mr. Huncerrorp: The importance of the division. 


Mr. Hanson: I want to refer now to the question of ties. I see you have 
had a very substantial decrease in the cost of your ties. My observation, Sir 
Henry, is that you are paying very low prices for your ties. 


Sir Henry THornton: Well, that is a matter of opinion, but I hope we are. 
Mr. Cantiry: The supplying of ties is the refuge of the destitute. 
Sir Henry THornron: That statement will apply to the whole of the 


_ Mr. Hanson: Oh, no, I would not say that. It might with regard to coal. 
_ Sir Henry Tyornton: Yes, you are quite right about. coal. 

Mr. Hanson: On the question of ties, I understand the railway fixes the 
ce. 


\ 


ir Henry Tuornton: There has been a reduction both in price and the 
er of ties used. 

Mr. Hanson: The reduction in the number has resulted from the new 
cess of creosoting the tie. 

Sir Henry, THORNTON: ae that, and partly closer examination. No 


i Mr. Hanson: I agree maith you there, but is it not a on that the railways 
w fixing the price that they pay the jobbers for ties? 
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Sir Henry THornron: I think Mr. Vaughan, Vice President in charge of 
purchases, can tell you all about that. Lg 

Mr. VaucHAN: That is quite right. We advertise for tenders, and th 
prices we recelve are very frequently ridiculous, so we sit down and fix the pric 
for ties and pay everybody i in the vicinity the same price. 


Mr. Hanson: And what do you base your figure on? 
Mr. VaucHan: What we consider is the cost of production, and the tie 

men tell us that they are quite satisfied with the price for ties. : 
Mr. Hanson: Do you ever get down to the men who make them? 
Mr. VauGHAN: Yes, we talk to them all. 


Mr. Hanson: Do you not deal with the middle men? I have a friend whee 
supplies a great many ties in my community, 


Mr. VaucHan: We buy all the ties, as a rule, they will give to us, but | 
good many settlers will not sell to us directly because they say we do not pa. 
them promptly enough. 

Mr. Hanson: It usually takes about a year to pay for the ties. 

Mr. VaucHan: It takes a fairly long time. 


Mr. Hanson: That is, the inspector may be a long time in coming around, 
and they do not get paid for them until they are loaded and delivered. , 


Mr. Vauauan: As a rule, they do not have to wait very long. Referrin 
to the price, all I can say is this, that we usually have people offer to supply 
us about ten times more ties than we require at the price we offer. 


Mr. Hanson: That is what Colonel Cantley is referring to as the “refuge - 
of the destitute.” = 
Sir Henry THORNTON: Of course, we want to help the settler, and people 
of that sort, as much as we can. On the other hand, we must have some regard 
to the expenses of the company. Incidentally, last year we bought 11,600,000 
ties, that is, manufactured ties, and about 2,400,000 from settlers and farmers. 


Mr. Hanson: Hand made? 
Sir Henry THiorRNTON: Yes. 


Mr. Cantey: Your tie business is being well handled by your friend over 
here, but the producer is being squeezed to “the limit. I can compliment you 
on the energy of your officers. They do that with a great deal of honesty. 


Mr. Hanson: There is a feeling in the country that the price paid to the 
primary producer is very low. I should like you to carry that thought away 
with you. 

Sir Henry THorntTon: We do not want to squeeze any person, if we can 
help it, but a little money on each tie means quite a lot at the end of the year. 
It makes my problem of explaining the expenses all the more difficult. The 
thing is a sort of a circle. 


Mr. Hanson: Yes, I suppose it is. I suppose it is too early to ask the 
question as to what the increased life of the tie is. 


Sir Hpnry THorNtTon: We can tell you that in a general way. Of course, 
individual ties or groups of ties, may vary, but broadly speaking a good tie 
out of doors will last, say, ten years, and if you creosote it you will substantiall 
double the life, providing it does not wear out mechanically. On the oth 
hand, where you have very heavy rail and heavy traffic, and especially in o 
climate where there is a good deal of heaving of the track because of frost and 
cold weather there has to be a certain amount of adzing done that is not 
required in the southern sections of the continent; in some instances the tie will 
wear out mechanically before it will wear out physically, but, roughly speaking, 


ze “ 


_ doubles the life of the tie. 


firs eo Sir Henry Tuornton: No. 
Z Mr. Hanson: Why not? 


(e creosoting companies. 


 facturers. 


Sir Henry THORNTON: Yes. 


_ everyone is. 
Mr. Cantiey: I agree with that. 


ave just go to do it. 


castle and Truro? 


Mr. FArRWEATHER: 


1929, are as follows:— 


-as follows:— 


Mr. Geary: Does that apply to hotels? 
Sir Henry THornton: I would be delighted if some hotel company would 
take over our hotels and run them as well as we do and as much in our interests. 
We are not building hotels because we like to go into the hotel business, but we 
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Mr. Hanson: Does the company own these plants? 


Mr. Hanson: I am not going to question that. 
Sir Henry THoRNTON: ‘Some railway companies do their own creosoting, 
but I think generally in the railway world, certainly on the North American 
continent, it is coming to be recognized that the more a railway sticks to its own 
 field—that of transportation—and the less it invades other fields, the better off 


MAINTENANCE OF EQUIPMENT 
The comparative expenditures on Maintenance of Equipment, 1928 and 


GNA SCM Me eee Wey ay tute ie ei. cis ea aie Be bce ie Lda $ 
The increase in expense may be analysed as between labour and materials 


Analysis of Increased Expense 


21 


one would say that the application of preservative methods pretty nearly 


Sir Henry THornton: We think it is cheaper and better to buy from 
find that the more the railway gets out of the 
railway_business, the more trouble it gets into, and we find it better to buy as 
many of our cars and locomotives, and things of that sort, from outside manu- 
It helps to encourage trade, and the creosoting companies can some- 
times buy their raw materials cheaper than we can, and do the Job cheaper and 
better; and then we also do not get into labour complications. 
Mr. Hanson: As a matter of policy, you decide not to? 


Mr. Hanson: I am glad to hear you say that because they are looking 

_ for one down in our country. With regard to the creosoting proposition, I sup- 

pose you have to pay the standard union wage? 
Sir Henry THorNton: We certainly would; no question about that. 
Mr. Cantiry: Does the railway not operate the creosoting plants at New- 


Sir Henry THornton: That is the Canada Creosoting Company, 


$ 47,918, 236 
48,460, 841 


542, 605 


Analysis of Increased Expense 


Increase 


a in Decrease Net Net 
Compensa- in Increase Decrease 
tion Quantity 
or Price 
$ $ $ $ 
Ft iene ar yc yh 7 oA oA a are en ae 943, 593 242,035 701,558 
Ste eae ay Re TO SAR OE EAC PU Naar eR ma en So 108, 299 267 2oal ae ee 158, 954 
1,051, 892 509, 288 542, 604 
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Mr. Geary: Would that increase apply to all roads? 

Sir Henry THorntTon: Yes, it is pretty general. 

Mr. Geary: I mean, each road pays the same, generally? 

Sir Henry THornton: Yes. 

Mr. Farrweatuer: The situation in respect to condition of equipment at 
the end of the year as compared with the end of the previous year is:— 


Serviceable Serviceable 


in 1928 in 1929 
Breishtscars: 2.) ci Se ee ee 94-2 93-0 
ILGCOmOtInes s.5 7. Be ea 80:5 80-1 


These figures compare favourably with those of Class I roads in the United . 
States, and indicate the company’s equipment is being adequately maintained. 


Mr. Geary: How many of those big locomotives have you? 

Sir Henry THornton: You mean the 6000 type? 

Mr. Huneerrorp: About seventy-five. 

Mr. Geary: Are they operating pretty generally over the system? 
Mr. FarrwhaTHER: Seventy-two. 


Mr. Geary: Where do you operate those; on short lines or on transcon- 
tinental? 

Sir Henry THornton: They are in pretty general use, east of the head of | 
the lakes, mostly between Halifax and Chicago. 

Mr. Geary: They are not overpowered? They are not too big an engine © 
for your use? 

Sir Henry Tuornton: Not at all. In fact, you can easily say that no 
locomotive was really overpowered. It depends on the length of your passing 


sidings, and all that sort of thing. The maximum economy in railway practice — e 


comes when you have the maximum number of cars loaded behind the engine. 
In other words, it is what is called the average trainload that determines largely 
the economies of transportation. The more tons you can handle and haul with - 
one engine, the more money you make. 


Mr. Geary: You have to provide locomotion for that peak, have you? 

Sir Henry THornton: Which peak? 

Mr. Geary: The peak of a full loaded train, what you desire. - 

Sir Henry THornton: We are constantly increasing the capacity of our 
locomotives, that is, the general capacity—the general average capacity increases 
due to the introduction of heavier power. So the economy increases likewise, 
and every year we are increasing the average capacity of our power. 

Mr. Cantey: On long-distance through traffic. 

Sir Henry THornton: Yes. That is true of every railroad, I suppose. 

Mr. Hanson: It has been suggested to me, whether rightly or wrongly, 
in reference, we will say, to those heavy locomotives, that is, the 6000 and 6100 
class, that you charge to the Atlantic region, in accounting, a very substantial 
daily rental, and that they are not in the common pool of operating expense, 
and, therefore, that that results detrimentally to the earnings of the Atlantic 


region. ke 


Sir Henry THorNTON: I am very glad that you asked that question. Have 
you the details of that, Mr. Cooper? : 


Mr. Coorrr: The value of the equipment owned by the system is pooled. 
We figure 6 per cent interest on the investment, and we distribute that charge 
to the operations of the line according to the mileage made by the locomotive © 


“RAILWAYS AND SHIPPING i 


power, so that each section of the railway gets its proportion of power to the 
rrying charges and investment, according to the amount of use made. 

_ Sir Henry THornton: There is no difference in the treatment of that 
uestion with regard to the Atlantic region compared with that of any other 


Mr. Hanson: But a cheaper locomotive would be less of a charge on the 
- division, would it not? 


Sir Henry TuHornton: On the other hand, it would probably increase the 
operating expenses disproportionately. 

Mr. Hanson: Take the 5500 class that you operate between here and 
Montreal. 
_ Sir Henry Tuornton: We think we can make for better economy in 
operating as we do now. In fact, I am quite sure of it. 
Mr. Cantizy: Your trainload is only about one-half what it is, for instance, 
on the Ocean Limited. I mean, from Ottawa to Montreal. 

Sir Henry THornton: The Ocean Limited is a very big train. 

Mr. Cantiry: That is exactly what I say. 
: Sir Henry THornton: It is one of the heaviest trains we have; it is rather 
too heavy. 
__ Mr. Hanson: Then the idea as presented to me is not quite correct. It is 
distributed over the entire system. 
Sir Henry THornton: I would go a step further and say that it is wholly 
- inaccurate. 

Mr. FarrweatHer: The principal increases and decreases by primary 
accounts under this heading are:— 


erincipalimereasess mono py MidC MINE Yan L Pele le nial ees oe sie tee we sie $. dal 541 
Steam) Wocomotivesdhepairs: Ws oct re hee fa ees 703,921 
assengen dirain Cars RepAaitss. 0 shen re oh. 219,030 


Passenger Train Cars Retirements 168,551 
Principal Decreases: Steam Locomotive Retirements.................-...--.% 131,339 
Perrin tenainy © Ars mENC PAINS he ates ie ak Sl ate bah 724, 298 
Bireishitwinaint @atsphetinements: +.) 01ers. eee. 212,889 
Wonk Hoguipmentehenmmem ents. 2.0 00.5. ease ss 128,941 


Traffic Expenses—The comparative expenditures in 1928 and 1929 for 
traffic expenses are as follows:— 


ae TOBE os oa dis jain h ty Seton Pe Stag oi ae Ma Altea aR Ocenia a neh ee $ 7,047,168 
‘ LEDS, os oo sy ss eu cles oe Asis kre SEs rah iT WAI INIA a) evar al a 7,345,710 


ITICTEHSE eae ie ane es ee ee See $ 298, 542 


An analysis of this increase as between labour, material and miscellaneous 
as follows:— 


Increase 
GSMO ieee Meer ee en ee MR GR yA Rata. he oie deeb vee te.) 100,966 
St tram ila eco lladua cena 197,576 
$ 298,542 
The principal increase by primary accounts are:— 
NEST EPA EMCI SEM MeMnUrREAtn a men ne ue ie etc ee lB 90,485 
Piguet a ear a a 102, 440 


The increased traffic of outside agencies is due to the continued strengthen- 
ng of traffic solicitation. The increased radio expense is due to more and 
ve ee Ca There were 2,922 broadcasts in 1929 anes 2,623 in 
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cost per broadcast was $77.43, as compared with $47.45 in 1928. The extensi 
of chain broadcasting has been made possible by improvements on Canadi 
National Telegraph Lines. The Canadian National now has a coast-to-co 
broadcast chain with owned stations at Moncton, Ottawa, and Vancouver ai 
rental arrangements at Quebec, Montreal, Toronto, London, Winnipeg, Regin: 
Saskatoon, Edmonton, Red Deer and Calgary. 


Mr. Hanson: Technically, what are traffic expenses? 


Sir Henry THornton: The expenses involved in the solicitation of traffic, 
and generally those expenses related to what you would understand the Traffic — 
Department. The department that has to do soliciting, fixing rates, publication 
of tariffs, and things of that character. = — 


Mr. Hanson: It is not overhead, but it is operation. It looks very large 
to me. 
Sir Henry THornton: It is both overhead and not. 


Mr. Hanson: It is a big cost, is it not? ae 

Sir Henry TuHornton: Well, relatively speaking, it is the percentage of 
traffic expense to gross earnings which is the only figure we can use. It is 
not at all out of line with that on the Canadian Pacific Railway, 

Mr. Hanson: It is a growing item. 
Sir Henry Tuornton: It is a growing item, it will always be a growing 
item. = 
Mr. Geary: How much of that is advertising? : 
Sir Henry THornton: Advertising is separate. Just give the amount. 
Mr. Geary: If I remember rightly, it is in traffic. 


Mr. Cuapitn: Could you furnish a list of the items that make this larg 
amount? 


Sir Henry THornron: You will find it all in detail on page 20 of the 
annual report. : : 

Mr. Cuapitn: If they are on page 26, then we will pass it up. oe 

Sir Henry THornton: Somebody asked a question about advertising 

Mr. Geary: I have got it; it is in account number 353. 

Mr. Hanson: There is an item, $1,216,493.94 on page 20. = 
(sir. Bevey (1 HORNTON: The proportion of traffic expenses to gross earn- 
ings on the Canadian National railways is materially less than it is on the 
Canadian Pacific, and the percentage is about the same for most railways on 
the North American continent, = 

Mr. Hanson: I see one item, $1,216,000 for advertising; that seems growing 

Sir Henry THornton: That is so, and it will grow each year, . 

Mr. Hanson: I suppose the policy in that is that you like to keep ‘the 
newspapers sweet. 

Sir Henry THornton: No, we have other ways of keeping the news 
papers sweet. That is, by telling them the truth and treating them as the 
should be treated. Incidentally, I do not believe there is any press in an 
country that I have had any experience with that is as thoroughly above 
suspicion as the press of Canada, taking them right through from the Atlantic 
to the Pacific. ; 

Mr. Hanson: That has not been my experience, = 

Sir Henry THornton: You must have been dealing with a curious lot, 

Mr. Hanson: Oh, I was; the worst in the world. 
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i Henry Tuornton: If I might just say a word in connection with this 
traffic situation: we maintain offices pretty much all over the North 
ican continent, wherever we think it is advantageous to open offices in 
the acquisition of traffic. We try not to open offices unless the expense is 

stified by the traffic we are going to get. Some times we miss it, but in the 
1a1N, considering the general situation, I do not think we have opened too many 
offices. Now, as far as advertising is concerned, I do not think we spend 
lly enough money on advertising, because we are not only advertising the 
railway, but we are advertising Canada, and we look at our outside agencies 
and our advertising as not only something that is promoting the welfare of the 
railway, but is directly promoting the welfare of the country. 


Mr. Hanson: I suppose the best answer is, the other fellow is doing it too. 


Sir Henry Tuornron: And toa ereater extent. As I said a moment ago, 
the Canadian Pacific railway is spending materially a larger amount of money 
elatively on traffic, than we do. 


Mr. Cantiry: Do you refer to domestic advertising of Canada, or abroad, 
in Europe? 


Sir Henry Tuornton: I refer to both. _ 
Mr. Cantiey: Which is the larger amount spent? 


Sir Henry THornton: Oh, we would spend more in Canada, I remember 
that figure now. For instance, we have opened and improved our office posi- 
n in various cities on the North American continent, at considerable expense, 
which 1 think is a good thing to do, because a second-class office indicates a 
econd-class railroad, and there is no good i in having an office in a city unless it 
a good one. If it is not a good one, do not have any. 


Mr. Hanson: That is sound to me. 
Mr. Grary: A certain amount of window dressing is necessary. 


Sir Henry THornton: You have got to do it. Take New York; more 
eople go up and down Fifth avenue than probably any street in the world. 
u would be surprised how many people go and ask questions about Canada, 
not as a matter of travel, but ask questions about the country. The same thing 
iS true of Chicago, Detroit, Buffalo and all those cities. 


_ Mr. Hanson: Of course, in a time of declining revenue— 


_ Sir Henry Tuornron: That is just the time when you should spend money. 
t is the time to go after them. In other words, when the fish don’t bite 
up your best bait. 


Mr. Cantiey: Yes, I guess you scored that time, Sir Henry. 


The CuatrMan: Will somebody move that we have the evidence printed 
that we get permission to sit in the afternoon? 

Moved by Mr. Hanson, seconded by Mr. McLean, (Melfort), that 500 
in English and 250 copies in French of the evidence be printed and that 
ission be obtained for the committee to sit while the House is in session. 
[otion agreed to. 


‘Sir HENRY THORNTON: May I say a word before the adjournment. For 


ve some aioe eraric to be let, oad important things to be done, 

ld ask that the committee approve the. passing of half of the railway 

ates in order that we can get on with the things that we have to do. I 
‘that has been the custom. 


pera Soe 
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Mr. Hanson: I think that would be a matter that eat should t 
up with Mr. Bennett. It is a matter of major importance. 


The CuHarrMAN: There were two bills submitted to this connie 
the unanimous consent of the House. I thought that it would be advis 
before proceeding with the examination of the report in toto, that we shoul 
deal with those two bills which are urgent, and so far as the railways are Cot 
cerned, also the supplementary estimates, before going into the details of © 
report. : ae 


The committee adjourned until 11 a.m., Wednesday, May 14. 
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| MINUTES OF PROCEEDINGS 


Room 231, Housr or Commons, 
-Wepnespay, May 14, 1930. 


“4 The Select Standing Committee on Railways and Shipping owned, operated 
and controlled by the Government met at 11 a.m. Sir Eugene Fiset, the Chair- 
an, presided. 


Members present: Messrs. Bell (St. Antoine), Cantley, Crerar, Fansher 
(Lambton East), Fiset, (Sir Eugéne), Geary, Gray, Hanson, Jenkins, McLean 
Melfort), Milne, Stevens. 


In attendance: Sir Henry Thornton and other officials of the Canadian 
ational Railways Company. Mr. Smart, Deputy Minister of Railways and 
Janals. Mr. Anderson, Department of Railways and Canals. 


_ The Committee resumed consideration at page 7 of the statement ‘‘ Cana- 
ian National Railways—Analysis of 1929 Operations as compared with 1928.” 
Consideration of this statement was completed. 


5 “ Estimates, 1930-31—Railways, Canadian National Steamships and 
Maritime Freight Rates Act—Items Nos. 323, 324, 325, 326 and 327.” Item 
Yo. 323 was considered. In this connection, a statement ‘‘ Canadian National 
ailways Estimated Financial Requirements, 1930,” was distributed to the 
members of the committee present. 


ae 


The Committee adjourned at 1 p.m. until 4 p.m. 


He The Committee reassembled at 4 p.m. 


Consideration was resumed of Item No. 323 of the Estimates, 1930-31. All 
of the items viz.: Nos. 323 to 327, both inclusive, were agreed to. 


Ordered, To report to the House recommending that these items be 
dopted. 


“Further Supplementary Estimates, 1929-30—Railways and Maritime 
ght Rates Act—Items 321 and 322.” These items were considered and 


Ordered, To report to the House recommending that these items be 
dopted. 


Bill No. 130, An Act respecting the Canadian National Railways, and 
o provide for the refunding of certain maturing financial obligations, was 
onsidered, and agreed to without amendment. 


Ordered, To report the Bill without amendment. 


Bill No. 131, An Act respecting the Canadian National Railways, and to 
rovide for certain financing in connection with certain lines of railway located 
rincipally in the State of Vermont, was considered, and agreed to without 
-amendment. 


Ordered. To report the Bill without amendment. 


_“ Annual Report of the Canadian National Railway System.” Considera- 
on was commenced at page 17. All the items on page 17 were dealt with. 


‘The Committee adjourned at 6 p.m. until to-morrow, 15th May, at 11 a.m. 


JOHN T. DUN, 
Clerk of the Committee. 


MINUTES OF EVIDENCE 


Room 231, 
Houssr oF Commons, 
Wepnespay, May 14, 1930. 


fg The Select Standing Committee on Railways and Shipping met at 11 

’elock a.m., the Chairman, Sir Eugéne Fiset, in the chair. 

The CHatrMan: Page 7, Transportation expenses. 

_ Sir Henry THornton: Mr. Chairman, just before you take up that item, 

( would like to make one,very simple remark with respect to traffic expenses 

which grew out of a question which Mr. Hanson asked as to the amount spent 
ansportation expenses. I made the statement at the time that that was 

rather below the general average on the North American continent. As a 


Mr. Geary: How do the gross traffics compare? 

oa Sir Henry THornton: Our gross earnings were practically $260,000,- 
000 last year. 

__ Mr. Geary: And the Canadian Pacific. 

Sir Henry TuHornron: $210,000,000. 

Mr. Geary: Is that land and sea. 

Sir Henry Tuornron: Just the railways. They are not on a comparable 
basis because we are not including steamship service in ours, but you can see 
It is more or less the same. What happened with respect to all the primary 
accounts long experience indicates that on the statement a certain percentage 
of the gross revenue is absorbed by maintenance of way, by equipment and by 
ransportation, and if you see any material departure from that percentage it 
excites curiosity. 

~ Will you proceed, Mr. Fairweather? 


. FAIRWEATHER: 
TRANSPORTATION EXPENSES 


_ The comparative expenses of conducting transportation in 1928 and 1929 
_as follows: 
ee $107,963, 695 
Te ie ie ESE Sn ia 104, 820, 766 
Decrease SORE CS LG 5 Eiger Bt Be RRB br aetna ip ee $ 3,142,929 
‘hese figures represent the transportation expense applicable to the move- 
t of all traffic including the cost of moving materials for construction work 
n capital account. 
For the first eight months of the year Transportation Expense amounted 
ly 40-26 per cent of the operating expense, the lowest ratio for any cor- 
iding period since consolidation. The subsequent decrease ‘n grain and 
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but the aggregate transportation expenses show a reduction of 2:9 per cent 
The analysis of this decrease as between labour and material is as follows: — 


Price Changes Decrease 


in 
Increase Decrease Quantity 


3 $ $ 
SGA DOU oe See he ck GOR ae phi ee a 421 SOA eee eee 1,258, 730 
Material sic 3 SES oN ak ee Sha At oaks pecan] ee ee 536,390 | 1,775,703 


SE emis 108,496 | 3,034,433 


The improvement in equipment continues to find expression in increased 
economy in the use of materials. Coal consumption per thousand gross ton — 
miles now stands at 125 lbs. equal to the performance of Class I railways 
in the United States. The substantial nature of the improvement may be 
seen by comparing the coal consumption this year with the figure in 1923 
which was 146 lbs. At present day prices of coal this represents an operating 
economy of $3,000,000 per year. 

Mr. Hanson: In respect to the transportation expenses, labour, I notic 
that there was an increase of $427,000 in the price for labour but a decreas 
in the quantity of $1,258,730. That represents unemployment to that extent, 
does it, Sir Henry? = 

Sir Henry THornton: The increase in price would of course, be an 
increase in wages. The decrease in quantity would mean that the men wer 
employed fewer hours, that is to say, the conductors, engine men, firemen, 
brakemen and others, would be making less runs and earning less money than 
they did under other conditions. ‘ 

Mr. Hanson: So that labour got on the whole $730,000 less than in the 
preceding year? : 

Sir Henry THornton: “Yes. 

Mr. FarrwEaTHER: 


The principle items of increase and decrease in primary accounts are as 
follows: : 


Principal: Increases:, Superiutendence! 25542) $165, 806 
Vardmastersiand. Yard Clerks: <0). 6 119,279 
Telegraph and Telephone Operation..................... 350,591 
Express: Semvites: 052 jan We a ee 296,717 
Injuries to Persons) .<: 3p) 6 Se a ge 149, 434 
Principal Decreases: Station Emaployees.::.2.. 4h Se ae ee 105, 347 
Huelifor La@eomotives.. ct oe ee . 2,348,581 
‘Brain ‘Hnginemen: 8 0 sn es ae ee pecs - 803,941 


Trainmen: $20 S5s00)0 Oe) aay eee ee, LON ooo 


Saar aye ee ne ae re Nu 136,329 


_ Hon. Mr. Srevens: With the decrease in traffic why should there be an 
increase in telegraph and telephone operation? Me 

Sir Henry THorNTon: We took over the Western Union telegraph lines in 
the Maritimes, and there was some increase in wages. There was an increase 


in business, but the principal cause for the increase was greater wire mileage. — 
_ Mr. Ross: The increase of $350,000 was due to taking over the maritime 
lines, and an increase in business. There was an increase in business of $693,000, 
and naturally we had to have an increase in our expenditures. 


Sir Henry THornton: And also an increase in taking over the Western. 
Union lines in the maritimes. 
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Mr. Ross: Yes. 
_ Mr. Hanson: I see an increase of $165,000 in superintendence. Does that 
‘mean an ordinary increase in salaries? 

Sir Henry THorntTon: Yes. 

Mr. Hanson: You have a scale, I suppose. 

Sir Henry THornTon: Well, there is no regular program. From time to 
time superintendents and others in the service of the company receive their 
reward which service in years entitles them to, and this is what that is. 

Mr. Hanson: Have you not got that standardized in schedules? 

Sir Henry THornTon: Pretty well standardized. 

: Mr. Hanson: With regard to the decrease, I notice a very noticeable 
decrease in fuel for locomotives. That, I presume, is largely due to decreased 
consumption. 

z Sir Henry THornton: Partly decreased consumption and partly a matter 
of price. Mr. Vaughan, perhaps you could explain that more in detail. 

ES Mr. VaucHan: We have been getting a better quality of coal right along, 
insisting upon a closer inspection, and there have been quite substantial decreases 
in price, particularly in United States mines. 

oe Sir Henry THorRNTon: You would say that the decrease is partly due to 
lower prices and partly due to increased efficiency. 

Mr. Ross: Yes. And then, too, of course, our locomotives are all equipped 
_ with the most modern appliances for fuel saving. 

Mr. Hanson: Approximately, Mr. Vaughan, what is due to lower prices? 
Mr. Cooper: $700,000 was due to decrease in prices. 

is as ae Hanson: And of that amount how much is in the United States end 
a ol Att? 

Mr. VAuGHAN: Practically all the decrease in price is in the United States 
end, or very nearly all. 

Mr. Hanson: Was there any decrease in the maritime price? 

Mr. VaucHan: No. 

Mr. Hanson: I am glad to hear it. 

Bs Mr. VaucHan: I might qualify that and say there was a little decrease 
in the coal we got at Levis and Montreal, delivered by boat. 

, Mr. McLEean (Melfort): That decrease in the cost of wrecks, is that the 
‘percentage of traffic, or is it due to more efficiency? 

Sir Henry Upset Mostly luck. You may have the best equipped 
railroad with the greatest safety appliances, and you may have the worst wrecks. 
Mr. Hanson: Those are unavoidable? 

ols Mr. Cantiey: Last year you were good enough to give us some information 
in regard to the progress you were making in regard to diesel cars. 

_ Sir Henry THornton: We have a large mass of detail with respect to 
those, Colonel. I would say this. which perhaps will measureably answer your 
- question: the employment of the diesel electric locomotive continues to be satis- 
factory. 

Mr. Cantiny: How many have you got? 

Sir Henry THorRNToN: We are going on with the construction of that type 
of car, and we have at present eight four-cylinder diesel electrics, five six- 
-eylinders, and two eight-cylinders. They continue to show very satisfactory 
operating results and, as I explained to you last year, I think, they represent, as 
far as our investigation proves, the best type of power for branch line service 
with insufficient traffic to justify steam service. Furthermore, the diesel electric 


bet 
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undoubtedly will have an important field in switching operations, because w 
switching an engine stands still and with the diesel electric there is no ¢ 
sumption of fuel; and in switching operations the shifter is not working a fa: 
large proportion of his time. We are building one or two this year for switch 
purposes, and I should think that they would probably have a very useful fi 
in that character of work. m) 

Mr. Cantiey: My remarks last year were along the line of switching. 
thought there was a very large field there. 

Sir Henry THorntTon: Yes, there is, and that is being pursued. 

Mr. Cantiry: Might I ask you where you are doing your experimen 
work in the ‘building of these cars and the development of them? ai 

Sir Henry THorNTon: The engines, I believe, are now being built b 
Canadian Westinghouse Company. ; 

Mr. CantuEy: I understood you to say that you were constructing 
diesel electric units in your own shops. 2 

Sir Henry THornton: No, I am afraid you misunderstood me, because 
until recently the engines were built by Beardmore’s in Scotland, but rathet 
recently the Canadian Westinghouse Company got the rights from the Beardmc 
works to build those engines in Canada, so that they are now being built 

Mr. CantLey: That is; the whole engine complete. 

Sir Henry THornton: Yes, and they are being assembled and pu 
the chassis at, I think, the Kingston Locomotive Works. 

Mr. Huncerrorp: The cars themselves are being assembled at Hamiltc 

cae CantLey: Have you not carried out some experimental work y 
selves? ig 

Sir Henry THornton: We have completed our experimental work; - 
experiment is over. We are satisfied with the usefulness of the device for the 
peculiar purpose to which it is adapted, that is, for branch line use and for 
switching purposes. 7 lag 

Mr. CantLEy: Would you care to indicate the amount that was expend 
in experimental work before you reached a decision? : ae 

Sir Henry THornton: I do not know whether we can get at that or 10t. 

Mr. Cantiey: I think the matter is very important, and I also think y 
are proceeding along the right lines. ae. 

oe Henry THornton: Have you any idea, Mr. Hungerford, how much 
spent! ; 

Mr. Huncerrorp: It would be very difficult to tell what was spent . 
experimental work. 

Sir Henry THornton: I should say it would not exceed half a mil 
dollars. Now we find that the fuel economy in yard service will be a 
75 per cent at the present price of coal. zs 

Mr. Cantiey: I should think your locomotive shunting engines would 
be displaced. : 

Sir Henry THornton: Not all. 

Mr. Cantisy: Well, very largely. 

Sir Henry THornton: There are certain drag freights, called yard loc 
motives, that pull heavy drags from one yard to another. ; 

Mr. Cantiey: I mean the ordinary shunting locomotives. . 

__ Sir Henry THornton: I agree with you. I think the diesel electric, i 
shifting services, has a very wide and useful field, particularly in cities where 
it very materially reduces the smoke nuisance. Eee ‘S 
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Mr. Cantiey: I am not worrying about that. A certain amount of smoke 
advantage. 
Sir Henry THornton: Does that answer your question? 


_Mr. Mitne: There was a report out last year in connection with the 
ling of one of the big trains from Toronto to Montreal with a diesel engine. 
Sir Henry THornton: That was an entire success; that is the big diesel 
electric known as the 9000. That locomotive, or that device, briefly put, de- 
eloped as we expected it would a lot of crabs. You can take a relatively small 
hing which is successful and you multiply that by ten and build a very much 
bigger thing and you encounter trouble with that bigger thing which you did 
not find in the smaller thing. We fully expected that. Those troubles were 
shiefly due to lubrication. : 

Mr. Cantipy: You made too big a jump at one time. 

Sir Henry THornton: No, I do not think we did at all. I am perfectly 
isfied with it. Wait till you hear the story. Most of our difficulties were, 
fact all of them, due to lubrication troubles. 

Mr. Cantiny: All progress is made by trial and error, but you profit by 
ot at experience and go on to something larger. 

_ Sir Henry THORNTON : It is just a question whether ee are going to 


: one jain. 
Mr. Cantizy: I have had no experience in jack pots. 


Sir Henry THornton: I will tell you it is ‘a very useful experience, Colonel. 
a ‘However, to go on with the story, we quite satisfactorily solved those lubrication 
roubles, but no sooner were those troubles out of the way when we had trouble 
with the main casting. That was due entirely to defective casting work in 
shop, and had nothing whatever to do with the theory involved, “and there 
a new casting being made now, and as soon as that is installed I have no 
oubt we will find the device quite satisfactory. 

Mr. Geary: Is there any part of the device made in this country? 


Sir Henry THornton: The engine was made at Beardmore’s works in 
Glasgow, and I think the electrical work was supplied by the Canadian West- 
inghouse Company. Everything except the main engine was built in Canada. 


Mr. Bett (St. Antoine): Has this experiment taken place with any other 
ailroad, or is this confined to the Canadian National? 


Sir Henry THornron: There are a certain number of diesel electrics of 
large size, and the New York Central, I believe, have some. I do not know 
how many there are on other railroads in the United States. The Russians 
ve built quite a number of them, chiefly under the direction of Professor 
monozoff who was Professor of Steam Engineering at the University of 
scow or St. Petersburg, I forget which, and who is one of the great. authori- 
es on diesel electrics, and with whom we have been in correspondence. The 
ans have two or ‘three, and I think there is one in Sweden but I am not 
of that. None of them have been as successful as they should have been, 
nk, and we believe that we profited by the mistakes of the previous builders, 
we believe that we have a large unit which is superior to any of the larger 
yet adopted either in Germany or in Russia. 


Mr. Beit (St. Antoine): Just to go back to the item of the Western 
nm; you say that you took over the Western Union? 


Sir Henry THoRNTON: We bought the Western Union lines in the maritime 
rinces. 


es Mr. Bewu (St. Antoine): They are out of Canada? 
ir Henry THORNTON: Yes. 
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Mr. Bex (St. Antoine): It is all Guia: Nawooal feclovraphe 


Sir Henry Tuornton: Yes. We did not buy the trans-Atlantic cab 
you understand, merely the land lines. 


Mr. FAIRWEATHER: 


MISCELLANEOUS AND GENERAL EXPENSES 


The comparison of expenses under miscellaneous operations for the 
1928 and 1929 is as follows:— 


1998... is ns ccd er 
1990.0 


Imerease. 0 te bie Gace bays we oe gage tk 


Dining and Buffet Service shows an increase of $108,323, which was to 
expected in view of the increased service rendered. 


Accounts for Restaurants and Grain Elevators show decreases of s18224 
and $58,747. : 
Mr. Hanson: Speaking penenaily: what does this cover? 
Sir Henry TuHornton: It includes dining car and buffet service. 
Mr. Cooper: Details are given on page 22 of the Annual Report. 


Sir Henry THornton: That includes dining and buffet service, restaurants 
grain elevators, producing power sold, and other miscellaneous operations. Oth 
miscellaneous operations are small, about $40,000 a year. It is mostly dining 
and buffet service. 


Mr. Geary: Where do the hotels come in? 
Sir Hanry THornton: That is a separate account, No. 502. 
Mr. FarrweaTHer: 6502 is the revenue; 534, expenses, and 535, taxes. 


Sir Henry THornton: In the Amina Report, items 502 and 504 are the 
revenues and expenses from the miscellaneous operations, that is in there. — 


Mr. FAIRWEATHER: 


GENERAL 


compare as cOlloa: — 


1928. ase Sa Ses ee 
TO20 ee en ee ee 
Increase? 2 i. ot be Sic Gee) a ae ee 


_The only item to show a considerable increase is Pensions. This is due to 
an increase of 44 in the average number of pensioners, the figure for 1929 being 
1,952 as compared with 1,908 in 1928. 


s 


1928 Cr. ; 
1929 Cr... 


orien fee 


pimerease Or... PL 


ital, compared in the two years as follows:— 


OPERATING REVENUE 


Sure oat) © 
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TRANSPORTATION FOR INVESTMENT CREDIT 


.$ 1,806,264 


ANALYSIS OF OPERATION—EASTERN LINES 


1,962,227 


Sega 1.8 155,968 
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Transportation for Investment, Credit, which represents the cost of trans- 
ortation service incurred in connection ‘with moving materials for capital 
count and which is deducted from the operating expenses and is charged to 


“The promt activity in the carrying on of new construction and additions 


In accordance with the revision of the Maritime Freight Rates Act, separate 
accounts for the lines east of Levis and Diamond Junction are prepared. The 
gross revenues of the Eastern Lines for the year 1929 amounted to $30,618,007.22 
and the operating expenses to $33,815,382, resulting in an operating deficit of 
$3,197,375. There was an increase in the gross revenue over the preceding year 
of $2, 658, 660, and a decrease in the operating deficit of $326,629. The compara- 
tive monthly earnings and expenses and net revenue from railway operations are 
given in the following table:— 


Gross Operating -Net Revenue from 
— Revenue Expenses Railway Operation 
1928 1929 1928 1929 1928 1929 
ek $ $ $ $ $ 
- 

Panetta ayeek lee age 5 6:6 945,017 195, 862 95, 673 525,341;— 450,656/— 329,479 
£ URE oid ea aaa — 304,589/— 401,881 
=e 44, 956)/+ 42,134 
—  143,360)-- 23, 839 
— 65381,366/— 492,345 
— 961,745)— 929,965 
—  664,095|— 600,705 
= » ol0)469|— 196; 625 
—, 419,360) — 38,811 
= 82, 980)+ 75,839 
; —  164,885|— 180; 1384 
BE tiesye shoes aaah Cees 6 2,988, 364 2) 713, 468 2,323,819 2) 882, 710|+ 664,545/— 169,242 
oer Tee 27,959,348} 30,618,007} 31,483,352} 33,815,382/— 3,524,004/— 3,197,375 
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Freight revenue increased from $19,021, 343 to $20, 982, 595, an increase 
$1,961,252, or 10-31 per cent. Included in the freight revenues is the Gove! 
ment contribution for rate reduction, amounting to $2,438,074.82. The volum 
of freight traffic and the variations from preceding year are shown in the fol 
lowing table:— 


+Increase | Percen 
Tons Percentage or =O 
. — Carried of — Decrease | +Iner 
Total over : 2 
1928 — | —Decreas 
PTOGUCHS OL AGTICUItITe:. i: sony cee eens eee ie 1,103, 482 15-27 | — 70,179 
Products of Amimaless 4s cii.0.e ee ae ee ee 87,202 1-21 + 11,641 
Products: Of MVLINGS 4.82 eee ery ee ee 1,718, 838 22-79 +271, 344 
Productstofeorestss 2c. 06 ee oa a ee 2,274,497 31-48 — 94,376 
Products of Manufactures and Miscellaneous.......... 2,040, 656 28-25 +292, 752 
7,224,675 100-00 +411, 182 | 


Passenger revenue increased from $4,959,717 to $5,119,462, an amoun : 
$159,744, or 3-22 per cent. 


OPERATING EXPENSES 


experienced a considerable growth during the year 1929 by the acquisition o 
the Atlantic, cae and Western, and the ates: and sees Railway. Re 


= general Sonate are as foliges — 


Railway Operating Expenses 1928 
$ 5 

Maintenance of Way. and Structures:..:... 40 °.--- een eee 7,997,429 36 8,208, 334 § 
Maintenance of Equipment... <.3.085 fi). eee ee eee 5,664,650 29 6,575, 682 | 
LB pe RM ree 809,040 96 897, 769 
AGransportation: 36): © o.3.. is nee Bn a ae ee eee ee ae 15,340,874 73 16,390, 607 
Miscellaneous. Operations:...Aic20 is. oo eee ee a eee 401,150 37 1,47 
Generally. ces eT Bee cae ree ee a ee a2as105 eto 1,384, 174 
ransportation for Investment, ©r-. tine es ee "$2,899 34 72, 664 

Total... Soke ghee a vege age ee Oe a 31,483,351 52] 33,815,382 


These expenses may be subdivided between Labour and Materials oS 
Miscellaneous as follows: 


ipa 1928 1929 ne 


$ $ 
Maintenance of Way, and Siructures.--5 = 09-0 ene ee 4,215,493 | 4,400,884 
Maintenance:of Hquipmenth 3c ete eh en eee 2,952,250 | 3,497,881 
le yh io Rp enim en Re Arran re Cigna OR ay a ao ale se Sram 392,141 417,232 
"Lramsportation ys. 2 eel eee rete ei ea Ree ea acters 10, 127,220 | 10,807,684 
Miscellancous 3. 31s Rea PN ce POC EC Oe CEG NIE Ra RA POR 220, 754 238, 643 
Generale ae Ree Nes eR GEL Ce GOR yeah Ase ros sere ie AS 654,539 | 678,847 


Total <5) Soot eee ee ee a 18,562,397 | 20,041,171 
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Materials and Miscellaneous 1928 1929 Increase 
$ $ $ 
intenance of Way and Sirictian fh ees co Ote oA An i Gi 3,781,936 | 3,807,451 ae 5lo 
(SVE vRU BEL CONT LSC inay aK Sa ay is ee GE Na Lo re 2,712,400 | 3,077,801 365,401 
Pre aS CA el.» Ba UR gue BUN ee sht fae ots 2 416,900 480, 537 63, 637 
ins ortation eee er naa NAO ee d's oceoy eos aod 5,213,655 5, 582,923 369, 268 
|\PHEXOWNE)o9 i et ee one oi ree CR Ce Ue Nie 180,397 192,835 12,438 
eral. ole egg ap tants Leute iy ERNE eR se a AR ee: cr 668, 566 705, 328 36, 762 
1 portation for MMestINeMt meter ee ke se. 52,899 72, 664 19,765 
I ee ls... 12,920,955 | 13,774,211 853, 256 


The i increase in employees’ compensation is caused by increased rates of 
$344,834 and increased hours worked $1,133,940. An analysis by general 
accounts follows: 


Rates Hours Net 
— of Pay Increase Increase 
Increase 
$ $ $ 
M Maintenance of Way and Structures Sipe GGt Nt OUEST se ee 135, 635 49, 756 185,391 
Maintenance of DED Ee ane ee nr ota eM s cre ees 120,896 424,735 545, 631 
FETE. cc shy Save AoE a ein RED er A apo a et tu i eR 1,455 23,636 25,091 
a ee eoreation Rares MCL erent eee trea ts Plast es see eee 83, 648 596,816 680, 464 
10 ile SPE ee Sa deae™ 1 Ae ea gr RO eg eR a 832 17,057 17,889 
ER eee re cm ate ete ciate ccava.e Weighs, er tin dlesw ees 2,368 21,940 24, 308 
BG hevlbeneraey em ON ene aan el CL cals gy 344, 834 1,133,940 1,478,774 


_ The increase in material and miscellaneous, amounting to $853,256, is made 
up as follows: 


Price Changes Increase Net 
— in Increase 
Decrease Increase Quantity 
$ $ $ $ 

euance of Way-and Structures....:+-....-.+-.... MOSOZ2 Gres ee a. 104, 537 Zoeolo 
Rensce OMG MIPMeN rt. acceso cia tile ete. cues 14, 703 350, 698 365, 401 
ee ea rc ee ake fe elcialeev ee elcid Ree ev cous cae ealeeld ees 63, 637 63, 637 
Sipe HO TEe GaSey See Cura Es PTR eS Er pe IRS ae Rea 34, 681 334, 587 369, 268 
eee Ne en ee shee gad e [clecs Goole they se» 1,188 11,250 12,438 
og ig od Bicseea Mla Sek ate eS ors Cn ei ea eee ay DOR an 4,346 32,416 36, 762 
Ta Paciation One Jira eshnmaerntin (Cae ses Pe CaS NS | ah er ea 19, 765 19,765 
ROCA ECR: eth een Nanaia: oleae eee Re a DAT OE eee neues 877,360 853, 256 


: Sir Henry THORNTON: 
orrect that next year. 


on. Mr. STEVENS: 


r. Hanson: I see your legal expenses are dropping. That is satisfactory. 


Perhaps if we have sufficient litigation, we may 
Transportation for investment credit; just the usual 
come in that. Now, gentlemen, you have gone over the main subdivisions 
enses; perhaps I should ask the chairman whether you wish to go over 
me of the detailed items that enter into that, there are probably some 


If you want anything on those estimates you had better 
n them. ae spond not think it would be fair to ask us to agree to half of 


36 SELECT STANDING COMMITTEE 


The CuarrMan: Shall we take up the supplementary estimates, 1929-3 
item 321? 
Hon. Mr. Crerar: We should take the estimates, 1930-31. ; 
The CuHaiRMAN: The Minister wants us to take up the estimates 1930-31 
Item 323, Loans to Canadian National Railway Company. Is it desirable h 
should read the full details? ae 
Hon. Mr. Srevens: You have not the full details there. This is merel} 
the form used year after year. Your supplementary estimates are exactly th 
same as your main estimates, and it does not give any detailed information 
It may be applied to almost anything, the money may ‘be used on anythin 
required. I think that what we ought to have is a clear and concise statem 
of what you intend to do with the $51,000,000, first. ea 
The CHatrMAan: Does it meet with the approval of the committee that, 
instead of giving the details, a general statement should be given on each item 
as it is called? 
Mr. Hanson: The point Mr. Stevens makes is that you cover a mass of 
generalities, but there is absolutely no detail with respect to the finane 
expenditures. 
Hon. Mr. Crerar: That, I understand, will be furnished to the committee 
Sir Henry THorNToN: We are going to give exactly what Mr. Stevens ha 
asked for. 
Mr. Hanson: Sir Henry, this is sort of a blanket vote, is it not? 
Sir Henry THoRNToN: Yes. 
Mr. Hanson: And you can switch this money, or any part of it, for an 
purpose that you require. It is a blank cheque, in other words. 
Sir Henry THorNToN: Within certain limits. We have avoided maki 
any alterations; in other words, we have tried, in the preparation of this, to ge 
as accurate a distribution as possible. It sometimes happens, not infrequently 
as the year goes on, or something turns up, which is of greater importance than 
some other thing, and we have to switch in that case from one-item to anoth 
but those have not been very large amounts, or very numerous. iS 
Mr. Hanson: The way the vote is placed in the estimates, there is no 
particular sum allocated to any particular thing. i 
Sir Henry THornton: We try to prepare it as accurately as we can, a 
we try to stick to it, but you cannot always do it. 
The CuarrMAN: You would say that no part is earmarked for any par- 
ticular item. = 
Mr. Hanson: That is what I mean; no item is earmarked, and we should 
have the details as to how it is proposed to be used. ; 
Sir Henry TuHornton: Any alteration which involves more than $25,000 
requires the approval of the government. : 
Mr. Hanson: That does not help us any. Would it not be well to give 
us a statement under item 323, showing for what the $51,600,000 is required in 
so far as subsection A is concerned. s 
The CuatrMaNn: That is what is being done now. 
Mr. Hanson: It does seem that we ought to have this stuff earlier. How 
can a layman possibly understand it this way? sg 
__ Sir Henry Tuornton: I think you are right. I said yesterday, as you 
will recall, that we prepared the information this year a little more in detai 
than we usually do, but I think that all the statements which are to be con- 
sidered by the committee, ought to be in their hands a week before the sittings 
of the committee. : 
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The Cuairman: Distributed a week before. 

Mr. Cantey: That is reasonable. 

- Hon. Mr. Stevens: Suppose you start at A. 
Mr. FarrweaTHer: 


_ Net Income Requirements after Interest Charges—Exhibit A.......... $ 8,396,990 00 
Other Financial Requirements— 
Retirement of Capital Obligations, including Sinking Fund and 
Equipment Principal Payments—Exhibit D.................... 7,268,010 00 
Acquisition Second Mortgage Bonds Admiral Beatty Hotel—Ex- 
en ee as DS Is se ee On ieee 135,000 00 
Wetebinener al: MeqiimeMmentse ct une. ose. ses cana $15,800,000 00 
Capital Requirements— 
General Additions and Betterments (less Retirements)—Exhibit F, 28,550,000 00 
Discount on Securities to be issued—Exhibit G..................... 2,000,000 00 
Proposed New Equipment Issue—Series ‘‘L’’—Exhibit H........... 5,250,000 00 
NGTHEVECINITEIMENCSeteies ss yeah CORA SME UR shale maces $51,600,000 00 
eine DerALinegeveNUeSHn teh N nia cas ites <s sb eascs sae eres tes $222, 500,000 00 
SEER ODErALMM PM EIKDGMBE SY wn ee ls Acs cic as Galednt eae ceee coe 184, 482,240 00 


Net Revenue from Railway Operations $ 38,017,760 00 


Oiner Incomer Mepis angi Credits. Netic-.6..¢ci ssa vncdn css cules Gane beres 2,803,000 00 
Net Income before fixed Charges............0..e0ceseeeeees $ 40,820,760 00 
Interest on Hunded Debt due Public—HPxhibit B........................ 50,441,750 00 
Income Resources or Requirements.........,.00...0ces ences § 9,620,990 00 

Amounts included above not representing Cash—Exhibit C (Details at- 
FEC LGD) PR Me eh ac apar Ht ee PCNIAGN gle NS eM Mt te 1,224,000 00 


Net Income Resources or Requirements............00.00eee ee § 8,396,990 00 


Sir Henry THornton: You will understand, of course, Mr. Chairman 
and gentlemen, that that merely represents an estimate, and it has got to be a 
safe estimate. 

Mr. Hanson: It ought to be an accurate estimate. 


Sir Henry THornron: It has been more than an accurate estimate, it 
as got to be safe. We have to be overly conservative in preparing an estimate 
ich as this. My hope, and indeed my feeling is that the deficit will not be 


- minimum amount that I care to put down, 

Hon. Mr. Srevens: This is the calendar year 1929-30. 

‘Sir Henry Tuornton: 1930. 

Hon. Mr. Stevens: That is your estimated deficit. 

Sir Henry Tuornton: Yes. 

= Mr. Hanson: You estimate you will have a deficit of $8,400,000. 
_ Sir Henry THornton: Yes. 

_ Mr. Batu (St. Antoine): That is on operation. 


Sir Henry Tuornton: ‘That is the estimate of the amount that we fall 
rt of paying interest on the securities in the hands of the public. 


Mr. Hanson: As compared with last year, how is it? 
Mr. Coorrr: The amount for 1929 is $9,977,000. 


Hon. Mr. Stevens: One point in this connection is that there is a list of 
ities that always give me a good deal of bother, and that is, I can never 
a statement where the date of issue is given. You give the date of maturity, 
but you do not give the date of issue. They are sometimes put in under 
erent headings, and you do not get the recent issues. 


eae 
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Sir Henry THorNton: There is no reason why that should not be done 

Hon. Mr. Stevens: It is not shown in the list of public accounts eith 
This schedule B includes schedule A? 

Sir Henry THorntTon: Yes. : 

Hon. Mr. Stevens: You just give the date of maturity and do not s 
where these have been issued. 

Sir Henry THornton: The date of issue? 

Hon. Mr. Stevens: Yes. 

The Cuarrman: And where issued. 

Sir Henry THornton: It is a perfectly simple thing to do, Mr. Steven er 

Hon. Mr. Stevens: I think it can be done. I do not ask for it this yea 
but every year we have the same trouble. I have had to go through the public 
accounts and make an analysis: It sometimes is almost impossible. “ 

Sir Henry THornton: Next year, in the annual report and any inform 
tion coming to the committee, the date of issue of the securities will be show 
It is a simple thing to do, and I do not know why we did not do it. Mr. Fai 
weather, will you put down the date of issue of securities under discussi 
mentioned in your report? 

Mr. FarrweaTHER: Yes. 

Mr. Hanson: Sir Henry, you say that your net deficit will be less than a 
year ago? : 

Sir Henry THornton: Yes. a 

Mr. Hanson: I do not see how that can be, if there is a shrinkage in 
revenue. 

Sir Henry THORNTON: Spending less money, greater efficiency. Every 
body trying to save money on the railroad. A general campaign of econom 

Mr. Hanson: The shrinkage of earnings is so great that it seems to me 
that you have not made ample estimates for your requirements. ee 

Sir Henry THornton: We think we have. There are a good many things 
that can be postponed without serious damage to the property, and when ear 
ings are good, and railways are doing well, you anticipate the future som 
what by doing things that are desirable to be done. On the other hand, when 
earnings are not so good you postpone and generally restrict. That is pret 
much the same with the individual. He must. If his income is good, and ~ 
increasing; he is more liberal in his expenditure, and he does things that he 
would not otherwise do. If his income falls, he economizes and would not 
buy a new car this year, or things of that sort. 

Mr. CantuEy: The item, Funded Debt to Public, $50,000,000; what w 
the amount from the former year? 

Mr.. Cooper: The corresponding figure for 1929 is $44,739,000. x 

Mr. Hanson: About six million more. % 

Mr. Cooper: $5,700,000. 

Sir Henry TuHornton: That is due to increased capital for branch line 
all that sort of thing that adds to the capital. 

Mr. Hanson: That statement accentuates the thought underlying my 
previous observation. If interest charges are $6,000,000 more, I do not see ho 
you can keep the deficit down to this figure. = 

Sir Henry THorntTon: One thing I think that has a marked effect th 
year, as compared with previous years, has been the introduction of a metho 
of dealing with our expenses. A railway is a good deal a state of mind. Th 
is to say, the result of operations depend a good deal on the state of mind of th 


and men throughout the railway. If their state of mind is a spending 
enor mind, if earnings have been good for a peers ” years, and new 


ey, you get a spending state a mind al over the vane Not only is 
true of this railroad, but it is true of every railroad My I have had any- 


id and the officers and men ome seized of the eee of economy, 
d it becomes a matter of competition to see how much money can be saved, 
d where it can be saved, then you begin to save money. 


Mr. Hanson: You think you have got that atmosphere established? 


Sir Henry Tuornton: I am just coming to that. It does not make any 
a. Hrerence what state of mind I may have, or the vice-presidents may have, the 
important thing is the state of mind of the men in the trenches doing the job. 
This year there has been introduced a monthly budget system, which I think 
e have developed to a little higher degree of perfection than exists anywhere 
that I know of. We estimate about the middle of each month, and each region 
timates about what it expects its gross earnings to be. It sets a certain 
bjective with respect to its expenses, and the objective is determined by calling 
in the heads of all departments on the region, who, under the chairmanship 
of the general manager, discuss their expenses and suggest to one another the 
ways to economize and how money can be saved. It becomes, then, really 
sort of competition between departments to see which can save the most. 
All departments, and all officers realize the position in which the company is 
placed, and there is established a state of mind as a result of that. Those 
meetings have produced some quite remarkable suggestions from the officers 
themselves in the way of saving money. They lay out their program for the 
following month, and adhere very closely to it so that we know in Montreal 
retty well by the latter part of any month what the net will probably be for 
e following month. Now, those monthly objectives are laid out in accordance 
with the program of expenditures which have been set up for the year. We, 
at the first of the year, make an estimate of what we think our gross may 
reasonably be, and then we apportion, as well as we can, the expenses to the 
different departments. Now, that is all right for the year, but in order to 
et the result for the year, you have also to check it month by month, because 
if you get a runaway on your hands, and the expenses are seriously exceeded 
r two or three months, you cannot catch up that year. It is very difficult to 
0, so that we set up a yearly objective and that is rationed month by month, 
nd the object of these budget meetings on the different regions is to check 
that month by month, and to keep the expenses down to the monthly figure. 
n addition, it is to see if further economies cannot be introduced. 


Mr. Hanson: I think that is the idea, and one that you should get 
veross to the Minister of Finance. We have not had an estimate this year of 
what our neveune is going to be. 


Sir Henry THornton: That is beyond my sphere. 


Mr. Hanson: I agree with you on that, but suggest that you should get 
cross to him. 


Sir Henry THornton: Now, results so far have been extremely gratifying. 
o not want to make any prediction because it is a dangerous thing to make 
dictions when the gross depends largely upon the volume of wheat crop, 
nd nobody knows what that is going to be yet. I do not want to make any 
wedictions, but there is a good fighting chance, if we have any kind of luck 
ll, that we will not have any deficit this year. That is what the boys are 
rying to do, but I do not desire to put that in figures. I have got to allow 
iyself some leeway; therefore, the general answer to your question, Mr. Hanson, 
622-2 
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is that every item of expenditure is being closely se 
so much by the headquarters officers but by the men on the ground. whe are 
spending the money. In other words they are ‘doing the examining, and 
has been most gratifying the way things have turned out so far. 
Mr. Hanson: Could you tell me what the increased interest charge 
for the system since 1922? 
Sir Henry THornton: The growth in property invesieaie. as is expresse 
in increased mileage, increased equipment and improvements in every phas 
of railroad activity—I think that will answer your question. The increase in 
property expense, the increase in the long-term funded debt held by the publi 
for the period from 1923 to 1929—it amounts to an increase of $318,000,000. 
Mr. Hanson: That is what I asked you yesterday. f 3 
Sir Henry THornton: That in turn, however, has contributed to a 
increase in the net revenue, within the same period from $2,286,000 to $58,383,001 
in 1928. : 
Mr. Hanson: ‘That is your peak year? a 
Sir Henry Tuornron: That is the peak year. This year it was a 
$44,000,000. In other words, what I mean to say is this, that the increase 
capital which found expression in improved facilities and additions to tI 
property is represented by $318,000,000, but during the same period the net 
earnings did increase from rather less than $3,000,000 to about $58,000,000 
A share of that was due to the economies which were the result of et 
facilities purchased with the additional capital. 
Mr. McLean (Melfort): Principally invested in branch lines ane 
equipment? at 
Sir Henry THorntTon: Branch lines, new yards and all that sort of t 


Mr. Hanson: That is not the point of my question at all. I want to. k 
how much more money you are paying in actual interest to the public. 


Mr. Cooper: We would have to get that for you. 
Sir Henry Tuornton: It is about $15,000,000. 


Mr. Cooper: I would say it was around $30,000,000 in 1922 and $45,000,000 
in 1929. : 
Hon. Mr. Stevens: It is about $20,000,000 more according to this ‘state- 
ment. Se 
Mr. Coorrr: I do not think it is as much as that, Mr. Stevens. 
Si Henry Tuornton: This discussion was provoked by the deficit 
$8,396,000. 
The next item for financial requirements represents retirement of capit 
eboeation sacle sinking fund and equipment, principal payments, and th: 
is Exhibit 


Hon. Mr. Stevens: I was trying to get a question in edgewise a 
Exhibit B. You borrowed this year $60,000,000 and $60,000,000, ipa! is 
$120,000,000, and $15,000,000, or $18,000,000, was it? 


Mr. Cooper: $18,000,000. 
Hon. Mr. Stevens: Is that the total for last year, and next year you prop 


borrowing $110,000, 000, or for 1930, and $15,000,000 and $700,000, is that all f 
this year? 


Sir Henry THORNTON: That is the lot. 
Hon. Mr. Stevens: What will the $110,000,000 cover? 


Sir Henry Tuornron: The total requirements for the year are 2 1624 mil 
lion dollars. : 
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ent the Gentral’ Renan, and $9 100, 000° are funds ale in 
1 accounts, and the balance of $137, 637, 000 i is by the issuance of securities 
ich 564 million dollars is refunding. 
(ir. Hanson: So that the net increase of your capital indebtedness for the 
sar is how much outside of your funding operations? 
Mr. McLiran (Melfort): It would be $81,000,000. 
r. FAIRWEATHER: Yes, $81,000,000. 
. McLean (Melfort): That is for branch lines, new equipment and 
ent. 
on. Mr. Stevens: Out of that refunding you are paying off the guarantee 
the.province of Monitoba? 
Henry THorNToN: That is included here. 
‘Hon. Mr. Srevens: It does not show the amount. 

Henry THornton: I think I can tell you the amount—$20,000,000, 

n. Mr. Stpvens: That relieves the province of Manitoba of its 


‘Henry Tuornton: Yes. 
on. Mr. Stevens: The new bonds or the refunding will not carry their 


. Hanson: Is it the fixed policy with all those securities guaranteed by 
ious provinces, when maturing, that the provinces are going to be auto- 
ly released? 
Sir Henry THornton: I do not know that any definite policy has been 
ed. Personally I think they should be. After all, I do not think that the 
vincial guarantee means much one way or the other. That is to say, if the 
anadian National Railways got into such a condition that there was a fore- 
os re or a receiver "appointed, af think the gov ernment a Ae to step in 


Mr. Hanson: That is a matter of See 


Sir Henry Tuornton: Entirely. I am merely expressing a personal 
- Others may differ, but I have never thought the provincial guarantees 


on. Mr. Stevens: They mean quite a bit in one way, because in this 
ing you are refunding a four-per cent bond by a five-per cent bond. That 
s the federal government will have to pay one per cent more, or the com- 
has to pay one per cent more. Do you not think you could have the 
ion government guarantee a little cheaper money than five per cent? 
‘Henry THornton: No, I do not think you could. We have skinned 
{ ankers pretty close when it comes to the interest rates and the price of our 
curl = in the last year, and I think the general feeling is that we have done 


sir Tee Pra eee They are a hard iG: to deal with. But comparing 
ues and the price which was obtained for our securities with the price 
d for comparable securities, I.think our price has been quite satisfactory. 
- Hanson: They classify these securities, do they not? Straight 
n peel ions are a little better than yours? : 
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Sir Henry THornton: Yes. 
Mr. Hanson: Provincial government borrowings are a little better tha 
yours. 
Mr. Grant: Possibly the province of Quebec’s are a little better. 
Mr. Hanson: The province of New Brunswick is just as good as th 
province of Quebec. Sete 
Mr. Grant: So far as the other provinces are concerned, with the exce 
tion of the province of Ontario and the province of Quebec, I think our pric 
is a little better. 
Hon. Mr. Stevens: I would like to get the facts regarding that $110,000,000. 
I have often wondered about the various provincial guarantees. There have 
been a lot of guarantees for the various roads which are now part of the 
national system, and it does seem to me that there is a question there abo 
the wiping out of those guarantees without any consideration whatever. ~ Yo 
are paying, in this instance, on that $20,000,000, one per cent per annum. 


Sir Henry Tuornton: Is it your thought that if we relieve the provincia! 
governments from that guarantee that they ought to do something for us i 
return? a 

Hon. Mr. Srevens: I think they ought to do something. It is a question 
whether it should not be examined into. ar 


Sir Henry Tuornton: I am only speaking generally and I only expres 
my personal opinion. If there is any way of getting anything out of them fo 
it I should not object in the least, and I suppose that would have a start in thi 
committee, 7 

Mr. McLean (Melfort): Is not the situation this, that they have 
guarantee, and if vou do not pay they will take the property. 


sy 


Sir Henry THornton: That is what it comes to, and we cannot let them 
have the property. It really means, in the last analysis, that we are the goats. 


Mr. Hanson: Is it true that in each and every case they have a guarantee? 


Sir Henry Tuornton: If there was default, and they were obliged t 
make good on their guarantee, I should think legally—and you can answer 
this better than I because you are a lawyer and I am not—they could take the 
property. 

Mr. Hanson: It would depend entirely if they got security at the time. 
If they did not*have the security they would only be ordinary creditors. 

Sir Henry Tuornton: I would take your opinion on that rather than 
my own. eo eaae 
Hon. Mr. Srevens: Let us illustrate that? Take this Gilbert Plains 
branch. I do not know where it is or anything about it. 

Hon. Mr. Crerar: A fine country. 

Hon. Mr. Stevens: That is a paying branch. 

Hon, Mr. Crerar: I think probably it is. 


Hon. Mr. Stevens: I am just asking, because someone rather laugh 
at my suggestion. I put it to the management now: You are retiring the bonds 
of the Gilbert Plains branch. Is that a good piece of road? Are you justified 
in paying one per cent per annum more on that? 


Sir Henry THornton: I think in that particular branch line it is. Ther 
might be some branch lines though where it would not. , 


Hon. Mr. Crerar: That particular branch line, while it ig deceubed as a 
branch line there, is part of the main line from Winnipeg to Edmonton. 
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_ Hon. Mr. Stevens: J think this ought to be scrutinized with care, and I 
0 not think we should take in every lame duck indiscriminately, if there are 
any. 
_ Sir Henry THorntrow: Of course, we have the lame ducks now. They 
are part of the flock, and the flock is called the Canadian National Railways 
system, and it would be, I think, undesirable in the public interest to break up 
the flock in the event of any foreclosure proceedings and disintegrate the 
yanadian National Railways system. Therefore, it means this, if that is going 
to be prevented, the government has got. to assume the liability of the provinces, 
nd, therefore by that same reasoning, it never appealed to me that the guarantee 
the province was really worth bothering about one way or the other because 
the government would have to maintain the system intact, 


_ Mr. Hanson: The provinces are sitting tight and letting you do the squirm- 
g, if there is any to be done. 
Sir Henry THornron: Well, there are a whole lot of interests that are 
doing that, provinces and others. 
Mr. Hanson: There is no doubt the province probably would have to 
renew the guarantee if they were called upon to do so. 


Sir Henry THornton: I do not want to be bothered with it, personally. 
Mr. Hanson: I think vou are wise. 


Sir Henry THorNToN: When you want to do anything you get into a 
horse-trading match with the provinces, and that is almost interminable. 


Mr. McLean (Melfort): It was provided in the agreement, I think, that 
if after the second payment had passed the province could take possession of 
the road. 

Sir Henry THornton: That is right. 

Mr. McLE£an (Melfort) : I know one province that was absolutely pre- 
pared to take possession of the road and to dispose of it to suit themselves later 
on, because there was no question about the value of the line. The branches 
were through a good territory; they were paying branches, and they would have 
no trouble or loss in taking them over. I think, generally speaking, the prairie 
branches are in that position to-day, and have been most of the time, particu- 
rly to-day after you have bettered them and improved the property. 

Sir Henry Tuornton: I think there are a good many of these so-called 
ranch lines on which securities have been issued where, in the event of trouble, 
the Province will be very glad to take the branches over, but that would be 
‘the worst thing that could happen the system, if you want to maintain the 
Canadian National Railway system. As time goes by we will eventually 
1ammer this system into not only an operating ‘entity but also a financial 
entity on a sound financial basis. I may never live to see the day, but the 

ay unquestionably will come when the Canadian National Railways will from 
purely the financial point of view be a very valuable asset to the people of 
anada quite apart from its strategical transportation position. 
ae Hanson: Coming down to the proposed equipment trust issue of 
% millions for this year, those are issued serially, are they not? 
- Sir Henry Tuornton: Yes. Mr. Cooper, I think, has some information 
prepared on that. Perhaps you can explain that situation to Mr. Hanson. 


' Mr. Hanson: Falling due so much each year. What is the usual life of 


_- Mr. Cooprr: The usual life is fifteen years. 
_ Mr. Canttey: I thought it used to be ten. 
Mr. Cooper: It is fifteen to-day. 


Pk 
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abs 


Sir Henry Tuornton: It runs from 10 to 20 years ordinarily. 

Mr. Hanson: . This proposal is fifteen years. : 

Mr. Cooper: Yes, sir. 

Mr. Hanson: Maturing annually one-fifteenth each year. 

Mr. Cooper: Yes. 

Mr. Hanson: Payable out of earnings. 

Mr. Cooper: Well, not in our case. ioe 

Mr. Hanson: That is just the point I am coming to. 

Mr. Cantey: There is an initial payment of what, 10 per cent. : 

Sir Henry TuHorntTon: Twenty-five per cent. a 

Mr. Hanson: How is that twenty-five per cent provided for—out 
long term funding. Me 

Sir Henry Tuornton: That 25 per cent is included in this request. Tha 
is a capital sum— et 

Mr. Hanson: That is a capital expenditure, of course, and is included in 
the request to the government. a 

Sir Henry TuHornton: I think I know what you have in your mind 
Perhaps Mr. Cooper will be good enough to explain the whole thing to Mr 
Hanson. 2 
Mr. Cooper: We anticipated that you were going to question the fact 
that we are taking care of equipment principal retirements by further borroy 
ings. Is that what you had in mind. 

Mr. Hanson: It is hardly accurate to say further borrowings. What ] 
understand is the position, that you take care of the annual serial payments by 
long-term funded securities. tae 

Sir Henry THornton: That is right, and I thought you would want so: 
further information with respect to that, and I asked Mr. Cooper to exami: 
that and he will now explain the point. 


Mr. Coorgr: It is not quite true to say that in every case we take care 
of the retirement by a long-term issue. There have been cases where we have 
taken care of the equipment serial payments by cash loans from the government. 
but for this purpose I think we can say that we are taking care of these seri 
retirements out of further bond issues. 

Mr. Hanson: Long dated borrowings. 


Mr. Cooper: Yes. That is inevitable in view of the fact that our 
income does not give us a surplus over and above fixed charges. We ha 
borrow the money and so there is an apparent perpetuation of debt. 

Mr. Hanson: There is a real perpetuation of debt. cc 

Mr. Cooper: No, it is only apparent. That is only one side of the account 
You must examine the debt account and the investment account and the oper 
ing expense account before you see the whole picture. I think I can show that 
while there is an apparent perpetuation of debt, there is on the other hand, an 
invisible substitution of assets which regularizes the situation. When equipmer 
is retired from service its ledger value is written out of the investment accou1 
The net change in investment account represents the additional cash outlay 
additions and betterments during the period, less the book-keeping entry 
retirements. It is the net change in investment account against which we i 
securities. Consequently there is an amount of new investment expendi 
made equivalent to the amount of equipment retirements against which we do- 
not issue new securities. In other words other property is substituted for the — 
retired equipment without any addition to the funded debt. aes 
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lipment is Tend aoa service its ledger value, less salvage, is 
operating expenses. This is a book-keeping entry, not a cash 
ction. Book-keeping charges against income reduce the net income as 
by. the accounts, below cash net income. That is, there is cash in the 
y, in excess of the net income shown by the accounts, to the amount of 
» equipment entries referred to. Salvage is cash or its equivalent. ‘Conse- 
uently there is cash available in the treasury equal to the ledger value of 
equipment retired, and it is this cash which permits new investment exipendi- 
tures to the same amount ae ae pene. 


uf 


Sir Pines THORNTON: It is quite complicated. 


Your retirements are charged against your operating 
ome, is that correct. 


be __ Mr. Coorsr: Yes, sir. 


_ Hon. Mr. Stevens: To make that clear to one not familiar with all this 
iss. of accountancy, take for instance an engine that becomes obsolete; we 
will say it is twenty years old, for the sake of illustration, costing $20, 000 or 


Mr. Coorrr: $20,000? 


_ Hon. Mr. Stevens: It has been standing on your books as an asset of 
000, no depreciation charge against it. 


Mr. Cooprr: No. 
Hon. Mr. Stevens: It is retired this year as obsolete. 
ies. 


Do you mean to tell me you charge your income with 


Mr. Coorrr: Less any salvage which there might be. 
Hon. Mr. Stevens: Where does your salvage go—into the income revenue 


. Cooper: Salvage represents assets on hand. It is either cash or 
nd- -hand material. 


Hon. Mr. Stevens: Supposing you scrap it. 


Mr. Coopzr: Assuming it had no salvage value the whole $20,000 would 
charged to operating expenses. 


Hon, Mr. Stevens: I think we had this question asked and answered a 
of years ago.: Under the Interstate Commerce Commission system they 
a depreceiation fund every year, do they not. 


r. Coopmr: Yes, sir. 
n. Mr. Stevens: A certain amount every year. 


Mr. ‘Cooper: Yes, and to that extent we differ from the Interstate Com- 
Commission system. 


in: . Mr. Stevens: I remember we discussed this at considerable length. 
It has been discussed every year, Mr. Stevens. 


Pi. ‘Mr. Stevens: And we are not quite clear on the former discussion 
S o which was the better system, but I think we ee that your system 
a fair. # 


sy 
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Sir Henry THornton: ‘You will find, Mr. Stevens, a division of opinion 
There are some experts, thoroughly reputable accountants, who will advocate o 
system and almost an equal number the other. 

Hon. Mr. Stevens: I do not want to appear unduly critical of the syst 
As a matter of fact, I have always had the greatest admiration for Mr. Coop 
and his accountancy system. But here we are voting each year large sums 
money, and this year we are voting $50,000,000 in this item we have before 
Part of that will be paid out for payments of these equipment trust issues. 

Mr. Cooper: Yes. 

Hon. Mr. Stevens: Is that in Exhibit D? 

Mr. Cooper: Yes. et 

Hon. Mr. Stevens: That is the amount that will be applied for that pur- 
pose this year, $7,268,000. ae 

Mr. Coorer: Exhibit D includes other things besides equipment. 

Hon. Mr. Stevens: Yes, I see it does, but still it is equipment ve 
largely? 

Sir Henry THorNToN: Yes. a6 

Mr. Coorrer: In 1929 the equipment principal retirement was $4,891,000. 

Hon. Mr. Stevens: We are voting you this year $15,750,000 for a n 
issue of equipment bonds, and we are voting you about $6,000,000, or may 
a less less, to pay the annual payments on bonds already issued. That mean 
that on the equipment question we are really giving you $22,000,000 this year 

Mr. Cooper: I do not think you are giving us $22,000,000, Mr. Stevens. 
There is only $15,750,000 additional yet. : a 

Hon. Mr. Stevens: How much surplus do you have as a result of th 
charging up of obsolete retirements this year? : 

Mr. Cooper: In 1929? 

Hon. Mr. Stevens: Yes. 

Mr. Cooper: About $4,300,000. 8 

Hon. Mr. Stevens: That goes into what, into new equipment or what? — 


Mr. Cooper: It means cash in the treasury which I tried to show was use 
for capital expenditures, which in turn do not need to be financed by the issue 
of new securities. : 

Hon. Mr. Stevens: Well, does that appear in these figures that we got? — 

Mr. Cooper: The operation figure of eight million plus has been charged 
with the estimated amount in 1930 for equipment retirements. ye ; 

Mr. Hanson: I may say, Sir Henry and Mr. Cooper, that this is a matter 
that has more or less troubled me, because in industrial concerns that met 
of financing would not get by, but I understand there is justification for it, as 
per the statement of Mr. Cooper. I think this is a fair statement; if it is not, 
I would like you to say so. You adopt this principle due to the exigencies of 
the situation, do you not? That is to say, your earnings are not sufficient 
take care of these retirements. 

Sir Henry THorNToN: Fundamentally, that is correct. 


Mr. Hanson: I think you practically admitted that in the opening stat 
ment you made. 

Sir Henry THornTon: Except in this way, in order to protect the publi 
from certain railway financial showings which would furnish an argument—an 
perhaps an irrefutable argument for increased freight rates—various regulatory 
commissions have caused the railway companies, or have prevented the railway 
companies from making too heavy charges to their expenses. For instance, — 
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rs ago it rie to be the policy on the Pennsylvania Railroad to really create 
ital expenditure out of net earnings. In other words, expenses were theoreti- 
unduly loaded. Now, to prevent that, the present system of accounting 
“been introduced not only in the United States but in Canada and elsewhere. 
msequently a railway company, a profitable railway company, is really denied 
e privilege of frugality with respect to the future which is often open to private 
cerns. In so far as the Canadian National Railway Company is concerned, 
have no margin of profit. That is to say, if we earn enough money to meet 
ually the interest on securities in the hands of the public we are doing about 
that can be expected at the moment. If we were earning all of our fixed 
rges, including our obligations to the government, and had surplus money, 
would unquestionably endeavour to pursue a different policy than we are 
suing to-day although from a technical accounting point of view, what we 
re doing to-day has ‘the best accounting knowledge that we have. Some 
ecountants may differ as to whether we shouid make an annual depreciation 
arge with respect to equipment or whether we should pursue the policy which 
are pursuing. There is a difference of opinion among experts. 
Mr. Hanson: Of course, in industrial life an industrial company sets up 
depreciation reserve, You don’t do that. 


Sir Henry Tuornton: No, we don't do that. 
Mr. Hanson: You take care of it in the manner indicated by Mr. Cooper. 
. Sir Henry THornton: There is a difference of opinion as to which is the 


” Mr. Hanson: But your selection of that method is due to the difficulties, 
may say, of your position. : 

Sir Henry THornton: Yes, precisely. 

Mr. Coorrr: Not quite. 

Sir Henry THorntTon: I am always subject to the advice of counsel. I do 
know everything. 

Mr. Cooper: If the suggestion is that if we were a prosperous concern we 
ould retire this debt by charges to operating expenses, I say that that is not 
y quite improper accounting, but that it is absolutely prohibited by the 


ssion. 

Mr. Hanson: Is there any regulation in Canada with respect to that? 
Mr. Cooper: Yes, there is. 

Mr. Hanson: The railway commission has no jurisdiction over that sort of 


Mr. Cooper: They have prescribed a form of accounting which is moulded 
ery closely on that of the Interstate Commerce Commission. It is true they 
t police the regulations to the same extent, but the absence of the policeman 
s not make us any the less prone to observe the strict letter of the regulation. 
t assuming that you are speaking of the prosperous United States lines, they 
uld take care of their debt requirements in precisely the same way, so far as 
‘counting is concerned, as we ourselves do. 

Hon. Mr. Stevens: How do you do on the Grand Trunk Western? 
Mr. Coorrr: We do exactly the same thing. 


Hon. Mr. Stevens: I thought you came under the Interstate Commerce 

sgulations. 

Mr. Cooper: Oh, well, I was speaking of debt retirement. 

Sir Henry THornton: With respect to American lines we follow precisely 
he regulations of the Interstate Commerce Commission. With respect to our 

adian lines, in this matter we pursue a different course from the Interstate 

mmerce regulations, 
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Hon. Mr. Stevens: I am speaking of equipment trust funds. 
Mr. Cooper: Yes. ees : 
Hon. Mr. Stevens: On your American lines you follow the Int 
Commerce regulations? ‘ 
Mr. Cooper: We would not be permitted to charge that annual amow 
operating expenses. It is not an operating expense in any shape or for 
Mr. Hanson: I quite agree with that except as to the amount z 
depreciation. see tee 


Mr. Hanson: But you may be allowed to put in betterments? 
Mr. Coorrr: No, not at all, nor debt retirement. That is not an opera 


charge at all. 
Mr. Hanson: In a manufacturing or industrial concern, it would | 
in as a betterment. The difference between the old equipment and the ne 
where a locomotive has been scrapped, and a new one substituted, woul 
capital expenditure, would it not? Se 
Mr. Coorer: That is a difference of opinion, whether operating e 
should pay the cost of replacing a machine, or the cost of the machine wh 
has been worn out in service. That is to say, dealing with the original co 
or the present day costs. 
Mr. Hanson: They do it two ways; one way is to charge the difference 
the cost to depreciation reserve. 
Mr. Coorrr: Charge to depreciation the difference in cost? 
Mr. Hanson: Yes. 


Mr. Cooper: I thought they would charge the additional cost to ir 
ment. 


Mr. Hanson: Maybe you are right; I would not contradict you, b 
I am not accountant enough to do so. oe a 
_ Mr. Cooper: The fact is that we are a public utility and are regu A 
therefore we have no option. eS 
Mr. Hanson: That is in the United States. 
Mr. Cooper: I think the same applies in Canada. 
Mr. Hanson: You follow the same system anyway. 
Mr. Cooprr: Yes. ‘ 
Mr. Hanson: I think I understand the reason for your system 
appreciate the reason, but how does it work out in the net result? Is not pa 
of this long-term financing which you use to refund short-term financ 


eventually loaded, or a part at all events, eventually loaded into your fund 
settled debt. 


Mr. Cooper: I do not think so. 
Mr. Hanson: None of it? ; = 
Mr. Coorrr: I do not think you can relate the life of securities to tl 
life of the physical property against which the securities are issued. : 
Mr. Hanson: There is no relation? 


Mr. Coorrr: I do not say you should relate them; I do not think you ca 
otherwise you could never issue perpetual securities because you have 
physical property that is perpetual. 

Mr. Hanson: Oh. yes, land always is; that is the one exception. 

Mr. Coorer: It is so far as the physical thing itself is concerned, but 
value is not stationary. eta G 

Mr. Hanson: Not absolutely. 
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: You could have depreciation in your land values which 

me thing as a wasting of the land itself. So long as we main- 

assets, our financirig is sound. We can properly issue securities against 

able assets. If we maintain those assets by renewal or by substitution 

e case of fixed property for rolling stock equipment, we are still main- 

dollar for dollar behind our securities. 

ry. HANSon: I am obliged for the explanation, but my training has not 

| railroad finance. It has been largely in industrial finance, and by reason 

+ fact my views were otherwise, and I am free to say that I think I 

nd the reason of the thing, and I suppose, as an accounting or actuarial 

lem, whether it is sound or not, I am not prepared to say. 

r Henry THornton: To be absolutely fair, of course, when you get into 

peel discussion with respect to railway accounting, you may go almost 

There. 

_ Mr. Hanson: You soon go beyond my depth. 

Sir Henry Tuornton: Well, I will admit that I am with you. 

The CuarrMan: Any more questions on item 323? 

‘ . STEVENS: We have just got started. The item Beatty Hotel, 
about that? 

Sir Hanry THornton: That represents an additional investment which 
ade in that hotel. 

Mr. Hanson: It is due to the enlargement. You took up your proportion. 


Sir Henry THornton: The Canadian Pacific put up an equal amount. 
hedule B you are down to the net finance requirements. 


_ Mr. Hanson: Just what is your interest in the Beatty hotel, anyway? 
Sir Hinry THornton: We own 250 shares of 7 per cent preferred stock, 
ed at $22,500; 250 shares preferred stock, that is. 100 ordinary shares, 
ch were given as a bonus, of no value. At least, to be carried on the books 
4 no value. We have 50, six per cent second and refunding mortgage gold 
mds, due January first, 1940, which cost us $50,000, and we have 41, six per 
second and refunding mortgage gold bonds also due January 1st, which 
$41,000; a total of $113,500. By resolution of the directors of the Canadian 
onal Railway, authority was given for the purchase of $25,000 bonds and 
c, the Canadian Pacific making a similar purchase. 

Mr. Hanson: Is that part of the $135,000? 

r Henry THornton; Yes. Furthermore, we have agreed to take 135 
at $1,000 each. So far we have taken up 41 bonds, representing $41,000. 
to take up the remainder as and when required by the hotel authorities, 
will be as the work on the hotel progresses. 

r. Hanson: So that you will have about $273,000. 

r. Cooper: We shall have altogether $207,000. 

r. McLean (Melfort): $207,000? 

Mr. Cooprr: Yes, $207,000. 

. Mr. Stevens: You still have about $60,000 of those to take up. 

ir. FarRwWEATHER: We have $94,000 to take up. 

on. Mr. Srevens: That will be in addition to the $207,000. — 

‘Mr. Farrweatuer: No; that would be included in the $207,000. 
Henry THornton: Our total investment will be $207,000, which is 
to the amount that the Canadian Pacifi¢ have taken up. 
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Mr. Hanson: The C.P.R. interests is similar to yours? 
Sir Henry THORNTON: Yes. ‘ 
Mr. Hanson: Exactly? 


Sir Henry THornton: Yes. Now shall we go on with the c: 
requirements? 


Mr, FarrweaTHer: General additions and betterments, Exhibit F. 
ESTIMATED CAPITAL EXPENDITURES FOR ADDITIONS AND BETTERM 


1930 z 
Items Items of 
ie under $25,000 
$25,000 and over 
$ $ 
Central Region, excluding Eastern Lines....:.......:...- ieee cud 1,832,557 | 6,229,842 


Western JRepion: $35.05 8. 8e 8 ON ee ete hy ee ee 3,171,400 | 8,046,844 | 11,21 
Grand! Trunk Western Binesi/5) 2. 26 ee ee ee |e ee i 

Hlectrie Lines in’ Ontarion. 2.02.0 as |. SE SS Gare eee ee |i z 
Siubsidiary Companies. 50. ee ee 4,4 
Telepraphs' and ‘Telephones, 232705 3 2) [S.ce) Ooo Seta SE oe | eae 
Wanadian National Express Company, 22). ce ee el oS ai, 


Canadian National:Railway. Company. in) / 0s. eee cl eee pay cas). 
astern: Wines. oe. ho, ee ee ee en ee een ane eee 1,506,802 | 2,592,998 4,09) 
32, 30! 
Less: Retirements) 3.02 30.94.5 34s ooo ee ee ee 3, 80! 


i Woy) Benen heres ers gig Maier ert eRe Ke Oem rmination Sushi So can osc 28, 550, 


Mee 


Hon. Mr. Stevens: Those details are all included under schedule F. 
Mr. FarrweatHer: Schedule F. He 
Hon. Mr. Stevens: They are the details, and I do not know that 
necessary to go over those. These expenditures are all required, Sir Her 
Sir Henry THornton: Of course, each year the regional general man ge 
sends in a list of additions and betterments to the property. Then we take 
those and adjust them to whatever our financial position may be. 7 
Mr. Hanson: Whatever you think you can do. : a 
Sir Henry THornron: We reduce them very largely because, quite nat 
ally, every regional general manager wants to improve his property and get 
the most out of it. But that is the amount that is put down this year, and 
represents the absolute minimum which the vice-presidents and myself, alte 
carefully combing the thing, thought we could get on with. a 


Mr. Hanson: The western region is getting about $11,000,000; that in- 
cludes the new construction. ee 


Sir Henry THornton: It includes all new construction. It does not 
include branch lines. ; 


Mr. Hanson: You finance that otherwise. 

Sir Henry THornron: Yes. 

Mr. Hanson: It includes your capital betterments? 

Sir Henry THorntron: Yes. a 

Mr. Hanson: What about the railway bridge at Fredericton ; is it safe’ 
' Sir Henry THornron: What about it? ‘ 


Mr. Hanson: What is the condition of that bridge? Perhaps au do . 
want to say anything about it here. 


Sir Henry Tuornton: I will tell you anything. It is a light bridge, a r 


only permits the use of a certain type of power, and some day I hope it wil 
be: renewed. a ie 


aS 
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NSOD it has reer on the carpet for a long time. 
NRY THORNTON: Oh, yes. 
Ar. Hanson: You have not got around to it yet, but you will some 


Henry THornton: There are a good many things that we ought 
do, but this year we had to postpone everything. 

. Hanson: I think you are right; I am not asking you to rebuild it. 
. Canttey: How many miles of wooden trestles are left? 

‘Sir Henry Tuornton: We are making substantial progress in getting rid 
he wooden trestles. 

Si ‘Henry THornton: A large item in the improvement of road and 
k facilities has been the elimination of timber trestles and the replacement 
them with permanent bridges or earth embankments. Altogether, in the 
xr ear period 148,205 lineal feet of trestle has been so replaced. If put 
to end this would represent twenty-eight miles of timber bridges. We 
been. persuing the renewing of timber trestle bridges as rapidly as we 


D 
eJsh] 


_ Canriny: How many miles remain, roughly. 

‘Mr. Hazen: Something like eighty-five miles. 

Mr. Cantury: Highty-five miles? 

ir Henry TuHornton: Something like that. 

Mr. Canriry: ~ What was the mileage when you took over the property, 


“wr. Hazen: A little over eighty miles. 

‘Sir Henry Tuornton: Roughly eighty-five miles left. 

a McLean (Melfort): You are still reducing the number of wooden 
tles 

Sir Henry THorNTON: Yes, considerably. 

Gray: Is the rock ballast complete, Sir Henry, between Montreal 
Sarnia? 

Sir Henry THornton: No, that is another thing that we are pushing on 
rapidly as possible. In that connection it is only fair to say that when 
railways were consolidated in 1922 this administration found a large 
ulation of things such as rock ballast and things which would involve 


s, new stations, elimination of grade crossings and a great many things 
t sort which the old proprietary companies ought to have done years and 


r. CanttEy: And could not because they did not have the money. 

ir Henry THornton: Probably that was the reason at any rate we were 
fronted with an accumulation of what you might call deferred improvements. 
ut is the burden which we have had to meet, it has added to our expenses 
e have pursued it as actively as our financial position would permit. 

r. McLean (Melfort): Speaking of rock ballast, is anything being done 
e the dust nuisance on some of your branch lines? 

Henry Tuornron: That is a source of anxiety and study on the part 
fficers. There is only one effective remedy for dust; that is rock ballast. 
. CantLey: Or slag ballast. 


Henry THornton: Or slag, or some form of ballast which does not 
ce dust. There are temporary expedients such as watering the track and. 
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the use of oil, but they are only temporary remedies. oLt yepresents the sp 
of money, but sometimes it has to be done. Between Toronto and Montr 
are making a study of that condition to see what we can do to reduce the 
but the only effective answer is rock ballast. ; a : 

Mr. McLuan (Melfort): Oil would be too expensive in comparison, 
its duration. 

Sir Henry Tuornton: The trouble with oil is that it is Joe 3 
the second plaee there is no use using oil until the seasonal track work 
done because after you have spread oil if you disturb the ballast you spoil 
effect of the oil. On some railways where you can get the maintenan 
done, the ties in early in the year, oil has been used with a fair degree- 
faction, but at best it can only be regarded as a temporary paliative. ae 

Mr. McLean (Melfort): Is rock ballast a thorough solution of the diffi 

Sir Henry THorntToN: It is a complete solution. 

Mr. Cantey: What do you do in Prince Edward Island? 

Sir Henry THornton: We are bringing ballast from the Island ane gr 
from the mainland which is very expensive. If anybody can find a gray 
on Prince Edward Island I would be quite willing to pay a handsome bon 
1b: 

: Mr. CantiEy: The Lord did not put it there but there is lots of sl. 
idney. ete! 

Sir Henry Tuornton: I have heard of that but the cost would be 
than for gravel ballast. 

Mr. CantLey: You will not get clear of the dust with gravel ballast. 

Sir Henry THornton: We have not very many high speed trains on 
Island. ig 

Mr. Cantey: I think you wili agree with me on that. Ba ss 

Sir Henry THornton: I can write a book on slag ballast. I was br 
up on it, I operated a division on which there were fifty blast furnaces an 
amount of slag that we had to contend with would make your hair curl. 
a good ballast provided there is not too much lime in it. A good hard 
ballast is pretty near as good as rock. 

Mr. Cantury: I think it is better in some respects. 

Sir Henry THornton: I would not go that far. 

Mr. Cantiey: It is better so far as the growth of weeds and “araina 
concerned. 

Sir Henry THornton: Colonel, I have seen the most foc growth 
vegetation in slag ballast as anywhere. 

Mr. Cantiey: You have had a different experience from mine. _ 

Sir Henry THornton: I have seen lovely lawns grown on slag balla 

Mr. Cantiey: Under what climatic conditions? 

Sir Henry TuHornton: About the same as we have here. There 
in it and it promotes vegetation. I have- struggled with grass in slag 
~ just as much as I have in limestone and there is not very much difference. 

Mr. Cantigy: I will have to argue that out with you in a different ple 

Mr. Hanson: What are you doing with the main one between Levis | 
Truro. I notice you have an item 166,000. 

Mr. Hazen: That is made up of a lot of details. 

Mr. Hanson: Are you putting down new rails? 

Sir Henry THornton: New rails and fastenings, 129 miles of new : 
That is one of the larger items, and tie-plates. a there is additional, righ 
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nces | Riferent: places, new freight terminals at Charleston, passenger 
t Halifax and Yarmouth. 


What weight of rails are you using? 

NRY ae 100 pounds. 

Hanson: I see an item $136,000. for the Halifax hotel. How is that 
eressing? 

ENRY ice The hotel is paar se olly finished. It will be operat- 
a month or two. 

‘Hanson: What is your estimated operating deficit of the Halifax 


aSNy Henry Pe eda: I think we will probably break even on that hotel 
side! ering pe eee mpi cent in business conditions in the Maritimes and 


iE fail to see the iP orraaniotet in business conditions. 

Sir Henry Tuornton: I think things are looking up. 

Mr. Hanson: I hope they are. 

ir Heyny Se NaeN: Our car loadings are improving. We are showing 


That is over last ey) 
Be Kiwis oN: Yes compared with, last year. The week ending 


ie 


ee an increase of nearly 103 per ae and the week ending April 30th 


) “since Se Ist, namely te tee ending J anuary 7th and the week 
ng Januy 31st that there was a decrease in gross earnings on the eastern 


Mr CANtTLEY: The movement has been chiefly agricultur al products. 
ir Henry THornton: I cannot tell you that, but that is probably a pretty 


ning an average of 15 per cent. They have been running from 15 to 25 per 
less than a year ago. Now when your gross income or gross revenue falls 
nat ally you endeavour to meet that by reducing expense. 


“J ‘Beri (St. Antoine): Is that caused mainly through the wheat crop 


‘Henry THornton: Partly that and partly due to the general reduction 
e purchasing power, due in turn to the bad break in the stock market last 


¥ e Committee adjourned until 4 p. m. 


“eee 
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AFTERNOON SESSION 


The committee resumed at four o’clock. 


The CuairMaNn: We are now at Exhibit G. 
Mr. Hanson: Is not there more or less a standard rate of commissi 
Sir Henry THornton: Take two groups of bankers who are bidding 
. a large issue, two totally different groups, they will hit it within a fraction 
one per cent of each other, and I do not believe there has been any collu 
either. 

Mr. Hanson: You are in a very happy position as compared wilt é 
trial companies who have to borrow money. 

The CHAIRMAN: Shall the item carry? 

Item agreed to. ae 

Hon. Mr. Stevens: Exhibit H is the cash payment on equipment. ‘That : 
$20,000,000 of equipment you are paying? a 

Sir Henry THorNToN: Yes. 

The Cuatrman: Are there any other questions on the item itself. 

Item agreed to. 

The Cuarrman: Item 324, Loan to Canadian Government Merch 
Marine. 

Mr. Hanson: I think we should pass over this item meantime, becalieg 
think Colonel Cantley is very much interested in it. 3 

Sir Henry THornton: I think it would be an unkind act to put this throu 
while the Colonel is away. 

The CuatrRMAN: Does the same think apply to the West Indies service 

Sir Henry THornton: Yes. 

The CHatrMAN: Item 326, Maritime Freight Rates Act. 

Sir Henry THornton: Do you think the Colonel wants to talk ahowe th 

Mr. Hanson: Well, this is statutory. We know what it is. : 

Item agreed to. 

The CuHatrMAN: Item 327, amount required to provide for the payme 
from time to time to the Canadian National Railway Company of the de 
in receipts and révenues, occurring during the year 1930, of the eastern lines 
provided by the Maritime Freight Rates Act. 

Hon. Mr. Stevens: Those are both statutory. 

Item agreed to. 

The CHAIRMAN: Summary. — 


region went into Mian sea there would not be such a bad Peake 


Sir Henry THornton: Well, now, you have two schools of thous 
have a certain school of thought in the maritimes that the Atlantic region oug 
to carry into Quebec at least, or into Montreal. 3 

Mr. Hanson: I never thought there were two schools of thought down a 


Sir Henry Tuornton: That is a school of thought in the maritimes. No 
then, you go into the province of Quebec, and I have had delegation after del 
gation, and protest after protest with respect to such a large proportion of our 
fine, sturdy, French-Canadian people being under the domination of Moncton 

The CHatrMAN: Oh, no, Sir Henry, I protest very strongly on that. 
belong to what you may call “No man’s land” down there, and we are q 
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o be administered from Moncton, but what we would like to have is a 
| that will start from Riviere du Loup taking in the Gaspe peninsula, 
composed of four hundred miles of railway at the present time, and 
exactly the number of miles you need for a subsection. 

ENRY THORNTON: The whole point is that it is awfully difficult to find 
division of territory that is going to satisfy everybody. My feeling has 
been that the present Atlantic region with its headquarters at Moncton, 
h is as centrally located as anything can be, is as near to a satisfactory 
ment as we can get. I have no. prejudices in the matter, and I really do 
e a hoot except to describe those boundaries as will promote the best 
and the most efficiency. 

. Hanson: I think it is more a matter of pride than anything else. They 
ery year to be shown up as not earning their operating expense. 

ir Henry THornToN: That again is a hard thing to get away from. But 
le he did include ex: Eeeery which you have outlined I do not know 


ae. 


: ne Ff Hanson: Well, I am game to ae it till x next year. I vi take my 


Fay THorNTON: You can talk about it both ways, but at the same 
would like you all to feel that, as far as the maritimes are concerned, I 
we no prejudice. I hope some day we will be able to hit on something that 
| satisfy everybody. 


. Hanson: That will be the millenium. 


on. Mr. Stevens: Give us a brief explanation of why this is necessary. 
That was the miscalculation, if any? 

ir Henry THornToN: We did not at all anticipate the falling off in gross 
ue which we had in the fall of last year. Nobody anticipated anything 
the sort, and that just goes to show how difficult it is to estimate receipts 
xpenses of a railway of this sort which depends on a grain crop. We 
ught we were conservative, and we missed it, 

n. Mr. Sravens: That accounts for a couple of million, 

ir Henry THornton: That accounts for the whole thing practically. 
Hon. Mr. Stevens: What about this $4,000,000, subsection E, acquisition 
tock or securities of the Grand Trunk Western. Th at is part of the $6,000,000. 
Sir Henry THorntons Will you explain that item, Mr. Cooper? 

. Coorpr: Just what information do you want, Mr. Stevens? 

aS Henry THornton: Mr, Stevens wants to know what that item means. 
Coorsr: ‘That is really the Grand Trunk Western budget for 1929. 
ect, to give them that amount of money to meet their 1929 requirements, 
ake their securities in payment. 

(on. Mr. Stevens: Why was not that provided for in the main Sumer 
t year? Why is it appearing as a supplementary for last year? 

r. Cooper: There was an item in the budget for last year for the Grand 
Western. The 1929 budget was prepared as a system budget. That is, the 
nues and expenditures and all requirements of the Grand Trunk Western 


e taken i in in the 1929 budget just in the same way as the Canadian require- 
nts. ere As the result of the et ralaae of the Grand Trunk Western, 
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Sir Henry Tuornton: The Grand Trunk Western properties have no 
been consolidated under a new financial structure. From now onwards th 
Grand Trunk Western will be able to finance its capital requirements with 
either the guarantee of the Canadian National Railways or the Canadian gov- 
ernment, In that revised financial structure, instead of including this amount 
a budget, we provide for that by certain securities to be issued by the Grai 
Trunk Western Railway Company which the Canadian National will p 
chase, Those securities will bear 44 per cent. 

Mr. Coorrr: In payment of this we were to take their common and p 
ferred stocks. 

Sir Henry THornton: Yes, it was common and preferred stock instead ot 
voting them a certain sum in the budget. i i 

Mr. Hanson: This is an operating deficit, is 1t? 

Sir Hnnry THornton: No, no. It is a loan to the Grand Trunk West 
in return for which we take common and preferred stock. 

Mr. Hanson: For all their requirements? 

Sir Henry THornton: For this amount. After this year the Grand Trun 
Western will do its own financing for its capital expenditure requirements. 

Hon. Mr. Stevens: Last year or the year before we authorized the pro- 
posed reconstruction of the Grand Trunk Western. 


Sir Henry THornton: It was the year before, I think. 
Hon, Mr. Srevens: I understood at the time that the reconstructions ¢ 


their financial arrangements would take care of everything, and there was 
some suggestion— sa 


Sir Henry Tuornton: And it worked out that way. 


Hon. Mr. Srevens: That is what puzzles me, if that were done why we 
should be called on now to vote $4,000,000. I cannot quite see why it should 
necessary. Pa: 


Sir Henry THorNToN: Will you explain that, Mr. Cooper? 


Mr. Cooprr: I think the explanation would be that the application to the : 
Interstate Commerce Commission was based on a step-up as of December, 1928 
and that was all the authority we had from the commission, | 


Hon, Mr. Srevens: We had that here, we had it before the committee, 


Mr. Coorrr: But I am speaking of the proposed consolidation that dealt 
with the Grand Trunk Western as of December 1928. Ae 


Hon. Mr. Stevens: But, as I say, we had the Interstate Commerce Co 
mission documents here. I remember the tremendously complicated long state 
ment. 

Mr. Cooper: The authority of the commission did not issue until, I think 
was, in December 1929. In the meantime the Grand Trunk Western requir 
ments had to be financed. We could not go before the commission ag 
during 1929 and get additional authority to issue securities to take care of the 
1929 requirements. We only had authority to deal with the situation down 
to 1928. : 

Hon. Mr. Stevens: If the 1928 set-up took care of all your capital require 
ments there ought to be some surplus out of the main funds you realized out 
the main issue to take care of that. This is not a deficit, of course. 

Sir Henry Tuornton: No, there is no deficit. Those are securities 
the Grand Trunk which we are taking, really purchasing from the Grank Trunl 
Western to meet advances which we made to them to assist them in the interi 
Ultimately those securities can be sold if we wish, and we can recoup ourselv 
for the money so loaned. | 
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ey ue set-up was not sufficient to take 


r. Cooper: The set-up was sufficient, bak we did not get authority from 
Interstate Commerce Commission sufficient to carry on after 1928. 


fon. Mr. Sens: i ip. not want to delay ne committee, but if the set-up 


: then: yien the set-up was put me atteet you ought to have Hine ch 
ake care of this. 
r. Cooper: The application to the commission, as I said, was based on 
situation down to 1928. They would not give us permission to issue securi- 
es in advance for 1929 requirements. 
Hon. Mr. Stevens: You may not be able to issue your bonds for six 
onths, but when your bonds are issued you take care of any expenditures 
e in the interim. ~The point is this: that your senior securities authorized 
heelnterstate Commerce Commission were not sufficient to meet your require- 
nts, and now you want some additional funds, and you are given some 
ommon stock— 
Mr. Coorer: The authority of the commission covered the requirements 
, December, 1928. We could not ask the commission for authority to cover 
the 1929 requirements. We did not know what they were. They will not 
sive us authority in advance. In the interval the Canadian National had to 
ance the money. . 
Hon. Mr. Stevens: What about next year? 
_ Sir Henry THornton: Next year is provided for. 
Hon. Mr. Stevens: Where, Sir Henry, and how? 
Sir Henry THornton: From now onwards. I mean, after this is done, 
this year, the Grand Trunk Western finances itself irrespective— 

Hon. Mr. Crerar: That is, after 1929. 
Mr. Hanson: You will still have to go to the commission. 
‘Sir Henry Tuornton: Of course, we are subject to the laws of the 
ountry. The Grand Trunk Western next year will have, first of all, the 
rest on the bonded indebtedness—I think it is six per cent on the preferred 
ock—and will earn four and seven-tenths on the common stock. With an 
arming capacity of that sort and an operating ratio of around 71 to 72 per 
ent, the railway can finance itself, as any private corporation does. 
Mr. Hanson: But last year, 1929, you could not do it. 
Sir Henry THornton: Yes, we could do it, but for the reasons given 
e were not in a position to do it legally, and due to our inability to secure 
ssion from the Interstate Commerce Commission we were obliged to 
ce some $4,000,000, which we now get back in the form of bonds and 
curities. 

Mr. Hanson: You have been carrying them in the interim, and now 
want to get it from the government. 
Sir Henry THornton: Precisely. 
Hon. Mr. Crerar: And the stock or securities are deposited with the 
nment here. 
Sir Henry THornton: Deposited with the government. 
Hon. Mr. Stevens: Yes, but they are junior securities. 
mr Henry THORNTON: Yes, but they are earning their interest. 


Hon. Mr. Srevens: You do not provide in the general set-up sufficient, 
s to say, you are $4,000,000 short. 
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Sir Henry THornton: Put it that way if you like. ae 
Hon. Mr. Stevens: We will say you could not do it. Next year, supp 
you have four or five million dollars, or two million dollars capital expen 
to provide for, how are you going to do it? ‘ 
Sir Henry THornton: That will be by the sale of Grand Trunk 
bonds in the same way that a private corporation would finance its requit 
Mr. Hanson: Your earnings are sufficiently large to allow you to do t 
Sir Henry Tuornton: The property is earning all of its fixed cha 
together with six per cent interest on its preferred stock and about ae 
cent on its common stock. 
Hon. Mr. Stevens: Why could you not sell enough of the next issue sal 4 
care of this? 
Sir Henry THornToN: We probably will. peers 
Hon. Mr. Stevens: The reason I ask that is this: When we went 1 
Grand Trunk Western before the understanding was that the new set-up 
going to take care of the whole picture, whatever it was. I think it 
$22, 000, 000, or more than that. That is the reason I am querying 
additional $4, 000,000. ® = 
Sir Henry Tuornton: The total amount of money that has been put | a 
the Grand Trunk Western is fifty-nine and a half million dollars. The 
market value of the securities which we received to-day is $88,340,000. 
Mr. Hanson: What is the form of those securities? 
Sir Henry THorRNTON: $26,000,000 in common stock, $23,000,000 in pre 
stock, $9,650,000 in debentures, and $29,000,000 in bonds. That represen 
fair market value to-day of those securities. The preferred stock has no 
rights, so that we could dispose—we will dispose of the bonds and deben’ 
and we could dispose of the preferred stock and still retain control of th 
through the common stock. In other words, by this arrangement that ha 
made we take out of the property all the money that we ever put into it, 
still retain control. 
Hon. Mr. Stevens: And this year you anticipate a return of three per 
on the common stock? 
Sir Henry TuHornton: Nearly five. Wait, I made a mistake in 
figures. It is about 18 per cent on the common stock. = 
Mr. Hanson: They ought to be able to shift for themselves. 
Sir Henry THornton: That is what I say. From now onwards the ( 
Trunk Western will be able to very readily shift for itself. 
Mr. Hanson: You regard that, pai as a very profitable part of the 
Sir Henry THornTOoN: Yes. 


Mr. Hanson: What proportion of the common stock do you own? = 


ae Henry THornToN: We own all the preferred stock and all the co 
stoc 


Mr. Hanson: It is a subsidiary, which in the past the parent compan y 
a to ae and now it is in such a good earning position it will be ab! 
o it itse 


Sir Henry THorntTon: Yes, that is it. 


Mr. Hanson: It would be a good thing if you could sell some “gs ti 
securities and pay back the government some of the money. 


Sir Henry TuHornton: That is what we propose to do. . 
The Cuairman: Shall item 321 carry? : aioe 
Item agreed to. bag eae ke 
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Item agreed to. 
1e CHAIRMAN: We will now take up items 324 and 325, Canadian Govern- 
erchant Marine, page 4. 

onel CantLEy: We have the whole matter dealt with in this. 


e CHAIRMAN: 324 deals with the Canadian Government Merchant Marine, 
5 deals with the West Indies service. We thought you might have some 
qu s to ask, Colonel Cantley. 

Colonel CantiBy: Thank you very much. So far as the merchant, marine 
oncerned I want to again emphasize my view in regard to the disposal of 
I do not need to go over the arguments I used before because I 
hey are well known to the members of the committee. The situation is 
y getting worse. The boats are getting older, and the trades in which 
ey can profitably be employed, if any remain, are getting fewer every year. 
ately you have disposed of several of them during the past year, and I 
uu like to see you dispose of the whole of them, every one of them. We are 

a! tted_ now, in this West Indies service, to quite an expensive service. I 
ove of it. It is a first-class service; there is no better anywhere. It is 
manned, it is well operated, and I ‘think it will be productive of great 
d. Unfortunately, during certain months of the year, the passenger traffic 
and will, of necessity, be very limited, at least for some considerable time, 
twithstanding that, I am in favour of it. And when I say that I am 
forgetting that we have a large commitment, about ten million dollars, and 


t I subscribe to it unreservedly. I want to get clear of these boats, 
ye You have thirty-one vessels there, and their value is decreasing 
"y year. A resurvey must be made of ‘them, and that is the most important 
assification that any steam vessel has, it is the critical period in their 
hen larger expenditures must be made if she is to maintain her class. 
not think you can show me in the whole list of thirty-one vessels where 
-of them can show you a substantial profit. Possibly I am wrong; you have 
counts, I have not. I again urge on the management to get clear of 
e boats just as fast as they can. 


Sir Henry THornton: I think the thought that is probably in your mind— 


——— Tepes: Ts it your ihoueht that we should dispose of our 
and go out of the marine business altogether? 

Cantiey: Yes, Sir Henry. You either have to do that, in my judg- 
or reinvest an enormous amount of money on boats which are up-to-date, 
these are not. ‘ 

- Henry THornton: That is quite correct, Colonel. With your general 
1 I am certainly in complete accord. That is, we should either equip 
s with modern, efficient implements, or go out of business, one of the 
As Colonel Cantley says, we have been working for a good many years 
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with implements which were ill-adapted for the purpose. “We inherited those 
implements. The ships were built at the time under certain circumstance 
which justified probably their construction, but they are not, generally spe: 
ing, economic vessels, but that question of policy is probably something w. 
should be considered when you get the Canadian Government Merchant Mar. 
report, so I will content myself now by saying that we should do one thin: 
the other. We should either decide to go on with the Canadian govern 
marine operations, and equip the department with economic and proper to 
either one or the other. We have got to the point where probably that q 
tion ought to be decided, but it will more properly come up when you dis 
the whole merchant marine situation. 

Mr. Cantiey: I thought that was what we were doing. 


Sir Henry THornton: I thought the chairman wanted to pass on the 
estimates. ee 

The CHarRMAN: There is item 324; also 325, 326 and 327. We left it 
for Colonel Cantley in his absence. There may be some discussion on that item 
325. — 

Mr. Hanson: Before you pass 325, is this item, the actual deficit in operatic 
during the calendar year ending December 31st? : 
Sir Henry THorNTon: Yes. 
Mr. Hanson: Does that take care of the necessary depreciation? 
Sir Henry Tuornton: It takes care of all necessary charges es . 
Mr. Hanson: All necessary charges, including depreciation. In- actu 
operation, how did you make out? : 

Sir Henry Tuornton: I will have to get that from Mr. Allen. 

Mr. Hanson: That can be left until you come to it. E 

Sir Henry THornton: I will have to hunt that out. 

Item 325 agreed to. 

Item 326 agreed to. 

Item 327 agreed to. 

The Cuarrman: Shall I report the resolution? 

Carried 


The CHAIRMAN: 
BILL 130 


An Act respecting the Canadian National Railways, and to provide for 4 
refunding of certain maturing financial obligations. a 
His Majesty, by and with the advice and consent of the Senate and Hous 
of Commons of Canada, enacts as follows:— es 


1. This Act may be cited as The Canadian National Refunding Act, 193 
Section carried. 


2. The Governor in Council may provide for the refunding of the notes 
obligations (hereinafter called “ original securities ”) of the Canadian North 
Railway Company (hereinafter called “ The Northern Company”) and of 
Minnesota and Manitoba Railroad Company, mentioned or described in 
Schedule hereto. a 

Section carried. 


3. Subject to the provisions of this Act, the Northern Company or, in t 
discretion of the Governor in Council, the Canadian National Railway Compal 
(hereinafter called “the National Company”) may issue notes, obligati 
bonds, debentures or other securities (hereinafter called “ substituted securities ” 


in respect of such refunding, and the Governor in Council may authorize 
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ie 


‘a tee by Ais Mores in the right of the Dominion of Canada, of the 
cipal and interest of the substituted securities. 


on. Mr. Stevens: Now, where are these securities in your report, the ones 
you are refunding? 


Hon. Mr. Crerar: The securities are at the back of the bill. 

Mr. Hanson: Are they in the report? 

The Cuairman: They are in the bill itself, on page 4. 

‘Sir Henry THornton: They are shown on page 28 of the annual report. 
Hon. Mr. Stevens: That is what I am asking. 


Sir Henry Tuornton: They are listed under the caption of “ Securities 
aranteed by the Province of Manitoba.” 


Hon. Mr. Stevens: No sinking fund was ever set up for these, of course. 
ir Henry THornton: No. There is one item of $300,000 on page 29. 


Hon. Mr. Stevens: No sinking fund was ever set up by either the Canadian 
D orthern or the Canadian Aways 


< en: Mr. rata: How about the physical value of these properties now, 
ring regard to the amount of refunding plus new issues on them, and the value 
the physical property when taken over? 


_ Sir Henry THornton: You mean, what would be the value of the physical 
roperty to-day, as compared with the day of issue of the securities? 


Hon. Mr. Srevens: Plus the additional securities issued since, on these 


Sir Henry Tuornton: I should say, speaking offhand, and without a 
ching investigation, that the properties are well worth the face value of the 
curities which it is intended to refund. 


Hon. Mr. Stevens: Plus any expenditures? 

‘Sir Henry THornton: Yes. 

Hon. Mr. Stevens: The assets behind are well sustained. 

‘Sir Henry THorNtTon: Yes. 

Mr. Hanson: You must have put a considerable amount of betterments in 
hem since. 

‘Sir Henry THoRNTON: Oh, yes, they have been materially improved, and 
ourse, they are an integral part of the Canadian National Railway. 

aon, Mr. Stevens: That is the sensible answer. 

Sir Henry THornton: That is so. 

Section 3 carried. — 

Hon. Mr. Crerar: Those appear to have been issued at $10,000 a mile, 
s the extent of the guarantee. 
The CHAIRMAN: 

he substituted securities shall not exceed the aggregate principal amount 
weregate face value of the eee securities, that is, shall not exceed 


= 
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Sir Henry THornton: Yes, that is right. oe ye eee 
Section 4 carried. : bd, va 


The CHAIRMAN: ; a 
(1) With respect to such refunding, the Governor in Council may, subj 
to the provisions of this Act, from 25 time to time approve or decide— 
(a) the kind of substituted securities to be issued and guaranteed, anc 
form and terms thereof: : ce ee 
(b) the currency or currencies in which any issue or parts thereof n 
made; 
(c) the form and manner of the guarantee or guarantees; 
(d) the times, manner and amount of the issue or issues; : 
(e) the method or manner of refunding, whether by exchange or 
stitution of the substituted securities for the original securities, or 
payment of the original securities at maturity by means of the proceeds 
of the sale, pledge or other disposition of the substituted securi 
any deficiency in such proceeds being provided by the issuing Com] 
mentioned in paragraph (h) of this subsection; = 
(f) the terms and conditions of any such exchange or substitution, or 
any such sale, pledge, or other disposition of the substituted securi 
(g) the securing, if deemed desirable, of the substituted securities 
mortgage, deed of trust or other instrument, and the manner the 
and the form and terms of any such indenture, and the truste 
trustees thereof; : 
(h) which Company shall issue the substituted securities, that is, 
National Company or the Northern Company, the one so sele 
being in this Act referred to as “ the issuing Company”; [a 
(2) the manner, terms and conditions of any temporary financing, and th 
expediency thereof, and the form and terms of temporary substi 
securities and temporary guarantees. _ 
(2) The guarantee or guarantees may be signed on behalf of His Maje 
by the Minister of Finance or the Acting Minister of Finance, or by such re) 
person as the Governor in Council may from time to time designate, and 
signature shall be conclusive evidence for all purposes of the validity of 
guarantee and that the provisions of this Act have been complied with. 


. Mr. Hanson: That is the standard form, leaving the whole thing to the | 
determination of the Governor in Council. ~ a 


Sir Henry THornton: That is the form that has been prescribed, 
followed on many occasions. ee 
Hon. Mr. Crerar: It seems to be the standard form. 
Mr. Hanson: You have to do that when the securities are sold to 
public. 
Section 5 carried. 


The CHAIRMAN: ee 

The proceeds of any sale, pledge or other disposition of the substituted 
securities shall be deposited in the first place to the credit of the Minister o 
Finance and Receiver General of Canada, in trust for the issuing Company, 
one or more banks designated by him, and shall from time to time be relea; 
or dealt with by the said Minister in such amounts and in such manne 
shall, in the opinion of the Minister, be required to carry into effect the p’ 
poses of this Act. Ae 

Mr. Hanson: That also is the usual form of procedure; I do not know 
you have to do it. Cae 


i provisions of Poh ), of ar five of this Act, ihe bound to 
ither the highest or lowest or any bid or tender made or ‘obtained, nor 
uded from negotiating for better prices or terms. 

This section shall not apply to temporary financing in whole or in 
way of pledge or ee of the substiuted securities, either in per- 


: ee Has this been the conn practice? 
Sir Henry THornron: By tender, yes. 


Mr. Hanson: It is by statute, I suppose, but it seems to me that the rail- 
should be allowed to use their best judgment. 


ir Henry THornton: I think that is part of some statute or other, which 
yassed a few years ago, that we are obliged to call for tenders with respect 
n issue of securities of that sort. We have the privilege of rejecting tenders 
ey are not satisfactory. 

Section 7 carried. 


he CHAIRMAN: 


he original securities coming into the possession of the issuing Company 
ns of such refunding may be cancelled and cremated in the présence of 
sentative or representatives of the Minister of Finance and of the issuing 
yy, and (if desired by them) of any Trustees affected, and certificates of 
emation, signed by such representatives, shall be filed with the Minister, 
issuing Company, and with the Trustees (if desired by them), and any 
_ certificate shall be conclusive evidence for all purposes of the cancellation 
remation of the original securities covered thereby. 


on. Mr. Steven: So long as you see that they are well burned. 
tion 8 carried. 


e Cina: 


SCHEDULE 


_ DESCRIPTION OF ORIGINAL SECURITIES 


a) Canadian Northern Railway Company 4 per Cent 
(Ontario Division) First Mortgage Debenture Bonds 
for £1,168,100 or $5,684,753.33, dated September 30, 
— 1901, ‘and maturing June 30, 1980. These bonds 
“are secured under mortgage dated September 30, 1901, 
and are guaranteed as to principal and interest by the 
province of Manitoba. They were issued at the rate 
of $20,000 per mile in respect of the mileage between 
Port. Arthur and Rainy River, about 290 miles, to con- 
struct the said mileage and to retire a previous issue 
of 44 per Cent (Ontario Division) First Mortgage 
Debenture Benes dated June 30, a Bee du, 2. 8,684, 100° a0 
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(6) Canadian Northern Railway Cony 45 per Cent~ "> 
(Ontario Division) First Mortgage Debenture Bonds i 
for £12,300 or $59,860, secured under mortgage dated 
July 6, 1900, the bonds being dated June 30, 1900, and 
maturing June 30, 1930. These bonds form part of 
£1,180,400 or $4,745,586.66 of bonds issued at the rate 
of $20,000 per mile. These bonds were not guaranteed 
by the province of Manitoba but were exchangeable for 
guaranteed bonds of the issue mentioned in paragraph 
(a); the bulk of the issue was exchanged accordingly; 
this item represents the balance unexchanged.......... 59,86 


(c) Canadian Northern Railway Company 4 per Cent 
First Mortgage Consolidated Debenture Bonds for £2,- 
216,300 or $10,785,993.31, dated June 30, 1904, and 
maturing June 30, 1930. These bonds are secured 
under mortgage dated May 30, 1904, and guaranteed 
as to principal and interest by the province of Mani- 
toba. These bonds were issued at the rate of $10,000 
per mile in respect of the construction of the main 
and branch lines in Manitoba. A part of the issue was 
exchanged for underlying bonds and to procure the ee 
discharge of prior mortgages on the consolidated lines.. 10,785,993.31 


(d) Canadian Northern Railway Company First Mortgage 
4 per Cent Debenture Stock for £587,671 or $2,859,- 
998.87, issued under mortgage dated March 1, 1910, 
and maturing June 30,1930. The stock was guaranteed 
as to principal and interest by the province of Mani- 
toba and was issued at the rate of $13,000 per mile. 
The proceeds of this stock were used for the construc- ae 
tion of ‘branch: lines in’ Manitobavsi 72-2.) 2,859,998 87 


(e) Canadian Northern Railway Company 4 per Cent 
(Gilbert Plains Branch) First Mortgage Bonds for £500 
or $2,433.33, dated November 1, 1900, and maturing 
November 1, 1930. These bonds are secured under 
mortgage dated November 1, 1900, and are guaran- 
teed as to principal and interest by the province of ee 
Manitoba. They form part of £44,600 or $217,540.00 ee 
of bonds issued at the rate of $8; 000 per mile, the bal- 
ance having been exchanged for 4 per Cent Fi irst. Mort- 
gage Consolidated Debenture Bonds dated June 30, 
~1904. The proceeds of the issue were used for the con- 
struction of about 27 miles of line es Dauphin to ie 
Grandview, Manitoba: 2. ee 2,433 : 


(f) Canadian Northern Railway Company First Mortgage 
45 per Cent Gold Bonds (Prince Albert Branch) dated 
ener ee 31, 1903, and maturing June 30,1930. These 
bonds were issued at the rate of $10,000 per mile, and 
are secured under mortgage dated December 31, 1903. 
The bonds were not guaranteed. The proceeds were 
expended towards the construction of about 69 miles 
of the Prince Albert Branch in Saskatchewan from oe 
Erwood to a point 100 miles east of Prince Albert, a 
Saskatchewan. 4520. 2c. xa Vee 300,000 0 
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9g Minnesota ah Manitoba Railroad Company 4 per 
- Cent First Mortgage Gold Bonds for $349,000, dated 
~ October 1, 1900, and maturing October 1, 1930. These 
_ bonds were isued at $8,000 per mile under mortgage 
dated October 1, 1900. They form part of $352,000 
of like bonds held by the province of Manitoba as col- 
lateral to an issue of $349,000 of province of Manitoba 
Bonds dated October 1, 1900, maturing October 1, 1930, 
which were delivered to the said railway company 
under the provisions of chapter 48, section 2, sub- 
section 2, of the Statutes of Manitoba, 1898. The pro- 
- ceeds from the sale of the province bonds were used 
in the construction of 48:7 miles of railway line in the 
state of Minnesota which is leased by the railway com- 
pany to the Canadian Northern Railway Company. 
The $352,000 of Minnesota and Manitoba Railroad 
Company’s bonds were calculated on the estimated 
mileage of 44 miles at $8,000 per mile and the $349,- 
000 of Province Manitoba Bonds were issued on the 
actual mileage of 43-7 miles. The railroad company’s 
liability is therefore only to pay $349,000 of Min- 
-, nesota and Manitoba Railroad Company bonds........ 349,000 00 


Re 990,047,038 84 
Schedule carried. 


The CHairMAN: Shall I report the bill? 
Carried. 


The Cuarrman: ; 
BILL 131 


Act respecting the Canadian National Railways, and to provide for certain 
financing in connection with certain lines of railway located principally 
in the State of Vermont. 


His Majesty, by and with the advice and consent of the Senate and House 
_ of Commons of Canada, enacts as follows:— 

1. This Act may be cited as The Canadian National (Central Vermont) 
nancing Act, 1930. 


Mr. Hanson: You might give us a brief outline of what has been done 
the Central Vermont. I understand it has all been reorganized. 


~ si Henry THorntTon: Yes. 


Mr. Hanson: I suppose it would be impossible for this subsidiary to 
ance itself. 


Sir Henry Tuornton: Yes, it will. The history of the Central Vermont 
this: It was acquired by the old Grand Trunk Company a good many years 
120, largely for the purpose of providing an outlet for eastbound freight into 
England, and westbound freight from New England. The railway, for 
y years was operated at a deficit. About three years ago there occurred 
lis trous floods in the state of Vermont, which practically wiped out a large 
rcentage of the mileage, and cost for rehabilitation, $2,406, 000. 

Mr. Hanson: You had to put up that money? 


. Sir Hanry THornton: Yes. The Grand Trunk owned, I think it was, 
3 per cent of the stock. We did not see any reason why the Canadian National 
Railways should rehabilitate for the benefit of the minority shareholders; 
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accordingly the property was put into receivers eceivers sold cet 


cates to the extent, I think it was $5,000,000, of which $2,400,000 wa 
rehabilitation purposes, and the balance for making necessary improv 
during the process of rehabilitation. That is te say, in rebuilding the 
there were certain improvements and some alteration in line which co 
done much more cheaply at that time than to have rehabilitated the 
at some subsequent date, and making those improvements. The amo : 
was spent in improvements was practically $2,600,000, so, between the 
between rehabilitation and improvement undertaken, there was approxim 
$5,000,000 involved. As a result of the receivership administration, an 
acquisition of new equipment, heavier locomotives which were purchased 
the receivership, the property was found to be an asset mstead of a liak 
Our original investment in that property amounted to about $16,000, 
Actually, the original investment in the Central Vermont amounted 1 
$15,800,000. ee 
Mr. McLean (Melfort): That is the original Grand Trunk investment? 
Sir Henry Tuornton: Yes, that is it; the date we went into receivershi 
the Grand Trunk had invested $15,800,000. In taking the property out 
recelvership— . a 
Mr. Hanson: Does that include the Southern New England? 
Sir Henry THORNTON: Yes. 
Mr. Hanson: That was a subsidiary of the Central Vermont. 
Sir Henry THornton: That is a subsidiary of the Central Vermont. N 
that was an adventure which was undertaken by the old Grand Trunk adm 
tration, to build a railway from a point on the Central Vermont into Providen 
The project was held in abevance during the war, nothing was done with it 
when the present administration took possession of the property, it was a 
tion whether we would go on with that, which would involve a total expendit 
of fifteen or sixteen million dollars, eight or nine million dollars having alre: 
been put into it, or whether it should be abandoned. After careful conside1 
it was decided it would be cheaper to abandon than proceed. As a mati 
fact, personally, I think it should never have been undertaken, nevertheless i 
was undertaken, and a considerable amount of money was spent, and about 
much more money again would be required to complete it, so our official 
myself could not see any opportunity or probability of getting our money 
Mr. Hanson: No salvage? ey arc 
Sir Henry THornToN: There will be salvage for right of way, and 
is now going on. é 
Mr. Hanson: There are negotiations. 
Sir Henry THornton: There are negotiations. The Southern New 
land was put into receivership for the purpose of liquidating the prop 
favour of the creditors, of which the Central Vermont was the principal credit 
We will probably get somewhere between one and two million dollars ow 
but the sum will by no means meet what has been put into it. ya 
Mr. Hanson: I was down there the other day, and I read in the news ap 
where it stated that a certain group or groups were said to be negotiating, 
for the continuation, but for the taking over of the property. at 


Sir Henry THornton: The people of Providence are very anxious 
that railway should be completed, and they are endeavouring to organize a co: 
pany to purchase the right-of-way, and complete the railway. Of course, ot 
only object is to sell the right-of-way and get out of it. Probably this grou 
will pay us more for the right-of-way than could be obtained in any other w 
At any rate, if they are prepared to pay a satisfactory price they can have it. 
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4 Sir Fipaat rR RGa: I will have to darert my figures. I said at the time 
nt into receivership that we had $15,000,000 invested in the Central Ver- 
. That figure ought to be $25,223,000. I think we had overlooked the 
unt of money that was in the Southern New England. 


on. Mr. Crerar: I think that is exclusive of the Southern New England, 


he time it went into receivership. 
Mr. Hanson: At the time of the flood. 


on. Mr STEVENS: Mou have had it a long cies then. 
ey SON: I am afraid I did not catch the Sills of that. 


r Henry THornton: But when the flood was over, and it came out of the 
ae ce it was not accompanied by the same celebration th at Mr. No ah 


ille earn about $6.79 per share of common stock. That was iG Ae per- 
nance last year. 
Hon. Mr. Stevens: When you say common stock, do you mean on all the 
nee you have in it? 
Sir Henry Tuornron: Yes, everything. 
on- Mr. Stevens: Does that figure you have given us, $38,000,000, include 
600,000? 
r Henry THornton: It includes the loss on the Southern New England. 
Mr. Stevens: Yes. Does it include this $8,600,000 we are voting in 
r Henry THornton: Yes. 
on. Mr. Stevens: Is it your intention to reconstruct the financial structure? 
r Henry THornton: That has been done. What is this item, Advances, 
0,000? What stands against that? 
r. Cooper: That was at the date of the receivership. 
r Henry THornton: What did we get in return for that? 
Mr. Coorrr: We had invested at the date of receivership, $25,223 464.75. 
@ receivership we took up bonds which the Canadian National euaran- 
, $8,601,600. We purchased certain preferred claims, $21,779.79. We 
med certain liabilities amounting to $13,931.46 which was outstanding at 
se of the receivership and we took up receiver’s certificates, $5,000, ‘000, 
ich made a total of $38,860,776 against which we shall receive new securities 
he extent of $27,000,000, made up of common stock, $10,000,000; 54 per 
mt debentures, $5,000,000; ‘and 5 per cent bonds, $12, 000 ,000. 
Hon, ne Stevens: I do not get those last figures right. I make it 
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Mr. Coorrr: $27,000,000 is received as against our investment of $38,000,0 00. 

Hon. Mr. Crerar: And that was made up of the particulars Mr. Coope: 
gave you. ae 

Sir Henry THoRNTON: When I gave the total of $40,000,000, that rep: 
sents the face value of the securities which we hand over. Now we get back 
securities valued at $27,000,000; in other words, we had $38,800,000 in 
property, and we got $27,000,000 out, and the balance, the difference betw 
$38,000,000 and $27, 000,000, or $11, 000, 000, is made up of the 24 million doll 
approximately, which was spent in improving the property, oe less of ab 
$8,000,000 on the Southern New England, and as against that, there will b 
whatever salvage we get out of the Southern New England itself. _ : 


Hon. Mr. Stevens: What are those two items, Mr. Cooper? 


Mr. Cooper: I am speaking of the $27,000,000 of new sceurities, whicl 
are to receive. That is represented by $10,000, 000 of common stock, $5,000,0: 
of 54 per cent debentures, and $12,000,000 of five per cent bonds. 
Hon. Mr. Stevens: Sir Henry, a minute ago you gave us some figur 
about your bonds. How much was that? 


Sir Henry THornton: I said that last year, on the basis of this finane 
statement, the railway earned its interest on its bonds. 


Hon. Mr. Stevens: Amounting to how much? 

Mr. Cooper: $875,000. 

Mr. Stevens: How many millions of bonds? You gave it a minute ago. 

Mr. Cooper: $5,000,000 debentures and $12,000,000 bonds. 

Hon. Mr. Stevens: The question I asked a moment ago was in connecti 
with the six per cent you said you were earning. Was that on the $21,000,000' 


Sir Henry THorNton: I said there is left, after the interest on the fix 
charges has been met, an amount which equals $6.79 per share dividend. 


Hon. Mr. Stevens: That is on the $10,000,000 common stock? 
Sir Henry THORNTON: Yes. 


Hon. Mr. Stevens: Well, then, that would leave you $11,000,000 really 
dead investment. 


Sir Henry THorNTon: Yes, that is right. -<& 
Mr. McLean (Melfort): That has been wiped out in the reorganization. 


Sir Henry THornton: It is not wiped out. It has got to be charged first 


to the unfortunate Southern New England division, and secondly to gee 
destruction. 


Mr. McLean (Melfort): Yes, you have not new stock to show for it. 
Sir Henry THorRNToN: No, that is gone. That will never come back. 
Mr. Bexx (St. Antoine): You own all the stock now, Sir Henry. 
Sir Henry THORNTON: Yes. os 
Mr. Bex (Ste. Antoine): Originally you had 70 per cent of the stock. eS 


Sir Henry THorNToN: Yes. Now we own all the stock, and the railway, 
as I explained a moment ago, is meeting the interest on its funded debt with 
margin equal to $6.79 a year dividend on the common stock. 

Hon. Mr. Stevens: That raises this question, however: We have an Hes 
of $11,000,000 that we put into that; it is there and it is gone. 


Sir Henry THornton: That is right. 


Hon. Mr. Stevens: Should not that be lifted out of that inp 
entirely, and written off as a dead loss, or else should you not. issue yourself 
some common stock and aim to earn a return on it? 
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Ir NRY TuHoRNTON: “Th has been written off now. 

on. Mr. ‘Stevens: Where does it appear? 

. Cooprr: It was written off to profit and loss account in 1929. 
on. Mr. Stzvens: It was not written off in your operating profits. 


Mr. Coorrr: It would not be written off into operating account, but it was 
rged to the corporate surplus account. 


Hon. Mr. Stevens: What page is that on? 
Mr. Cooprr: It is on page 16. 


Hon. Mr. Crerar: ‘Prior to the fever we had $33,860,000 in this 
exclusive of the receiver certificates? 


» Mr. Cooprr: Yes, sir. 

pakion. Mr. Crerar: When the receivership was lifted and the road was 
0 ought i in, it was bought in for $22,000,000? 

bE Mir. Gioren: Excluding receiver’s certificates. 


Hon. Mr. Crerar: And that $22,000,000 with the $5,000,000 receiver’s 
ificates gives us $27,000,000 investment now, is that correct? 
_-Mr. Coopmr: Yes. 

‘Hon. Mr. Srevens: It is correct if you assume that you bought it in at 
$22,000,000 from someone else, but you bought it for $22,000,000 irom your- 
selves, where you had paid $33, ‘000 000. The fact is that there is $11,000,000 in 
here, which is a dead investment really. That is what you have got to keep 
our mind. 


_ Hon. Mr. Crerar: There is no question, there is the loss you speak of. 


Mr. Cooper: That loss has been dealt with. It is in account 607 on page 
However you cannot see it. The write off on the Central Vermont was offset 
a write up on the Grand Trunk Western. 


_ Hon. Mr. Stevens: It is only $500,000 in the account I am looking at. 


Mr. Hanson: Those were the only securities that were in the hands of the 
public. Now you have 100 per cent of the réorganized company. 


Sir Henry THornton: Absolutely. 

Mr. Hanson: You paid nothing to the minority shareholders, of course? 
Sir Henry THornton: No, they disappeared. 

Mr. Hanson: So that you put into it the rehabilitation, and changed the 
le picture? 

Sir Henry Tuornton: That is right. 

Mr. Hanson: And got 100 per cent of the stock? 

Sir Henry TuHornton: That is right. 

Mr. Hanson: And you are assuming these refunding securities? 

Sir Henry Tuornton: That is right. 

The CHAIRMAN: Shall section two carry, Power for Refunding? 


The Governor in Council may provide for the raising of the money neces- 
ry to repay the temporary loans made to the Canadian National Railway 
ypany (hereinafter called ‘“‘the National Company”), as successor by amalga- 
on to the Grand Trunk Railway Company of Canada in respect of the 
ement, pursuant to guarantee given by the Grand Trunk Railway Company 
Canada, of the Five Per Cent Ten Year Refunding Mortgage- Gold Bonds 
the Central Vermont Railway Company, dated May Ist, 1920, to the amount 
$8,609,000. 
Section agreed to. 


70 SELECT STAND 


The CHairMAN: Section 3, Issue of New Sceiee : 


Subject to the provisions of this Act, the National Company may 
notes, obligations, bonds, debentures or other securities (hereinafter called “ 
securities”) in respect of the repayment of the said temporary loans, an 
Governor in Council may authorize the guarantee by His Majesty, in th 
of the Dominion of Canada, of the principal and interest of the new secur 

Section agreed to. .: 


The CHarrMAN: Section 4, Aggregate not to exceed Central Vermont Ban 


The new securities shall not exceed the aggregate principal amount 
aggregate face value of the bonds of the Central Vermont Railway Compa 
retired, that is, shall not exceed $8,609,000. 


Section agreed to. 


The CuatrMAN: Section 5, Approval of Governor in Couneil: 


(1) With respect to such repayment, the Governor in Council may, subj € 
to the provisions of this Act, from time to time approve or decide— 


(a) the kind of new securities to be issued and guaranteed, and the f : 
and terms thereof; 
(b) the currency or currencies in which any issue or parts thereof ‘may 
made; 
(c) the form and manner of guarantee or guarantees; 
(d) the times, manner and amount of the issue or issues; 
(e) the terms and conditions of any sale, pledge or other disposition of t 
new securities; : 
(f) the securing, if deemed desirable, of the new securities by ign ge, 
deed of trust, or other instrument, and the manner thereof, and 1 
form and terms of any such indenture, and the trustee or truste 
thereof; = 
(g) the manner, terms and conditions of any temporary financing, and 
expediency thereof, and the form and terms of temporary new secur 
and temporary- suarantees. 


(2) The guarantee or guarantees may be signed on behalf of His Majest 
by the Minister of Finance or the Acting Minister of Finance, or by such o 
person as the Governor in Council may from time to time designate, and su 
signature shall be conclusive evidence for all purposes of the validity of t 
guarantee and that the provisions of this Act have been complied with. : 


Section agreed to. 


The CuarrMAN: Section 6, Proceeds to be deposited to credit of Minis 
Finance; : 

The proceeds of any sale, pledge or other disposition of the new securiti 
be deposited in the first instance to the credit of the Minister of Finance an 
ceiver General of Canada (hereinafter called “the Minister’’), in the trust f 
National Company, in.one or more banks to be designated by him, and shall 
time to time be released or dealt with by him for the purpose of repaying 
temporary loans mentioned in this Act, any deficiency in such proceeds being pro- 
vided by the National Company. 

Section agreed to. 


The CuairMAN: Section 7, Tenders; Temporary Financing: 


(1) The National Company shall adopt the principle of competitive bids 
tenders in respect of any sale of the new securities, but shall not, subject to th 
provisions of paragraph (e) of section five of this Act, be bound to accept the hig 
est or any bid or tender made or obtained nor be precluded from negotiating f 
better prices or terms. . es 
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1s : eetien shall not apply to temporary financing. 
ection agreed to. 


he CrarrMan: Section 8, Disposition of Central Vermont Bonds: 


(1) Concurrently with or prior to the release of the proceeds of the new 
ities, the National Company shall deposit with the Minister bonds of the Cen- 
tal Vermont Railway, Incorporated, issued under its Mortgage dated January Ist, 
0, and described as its First and General Mortgage 5% Gold Bonds, Series ON 
uring January Ist, 1960, to the par value of $8,609,000. (hereinafter referred 
s “the Vermont Bonds”). On the request of the National Company the 
inister. may at any time and from time to time sell the whole or any part of 
the Vermont bonds so deposited, the general terms and conditions of sale being, 
however, first approved by the Governor in Council. The proceeds of any such 
ale of the Vermont bonds shall be deposited to the credit of the Minister in a 
bank or banks approved by him, to be released by him in his discretion from 
‘ime to time for the purpose of purchasing any outstanding bonds, debentures or 
other securities, of the National Company, including the new securities, or of 
ny company comprised 1 in the Canadian Nationa] Railways (hereinafter called 
Eoiistanding securities”) which are guaranteed as to the payment of the prin- 
ipal and interest by His Majesty in the right of the Dominion of Canada. 
(2) The price paid at any time for any outstanding securities shall not ex- 
the then market price thereof. 
(3) Outstanding securities so purchased shall not be reissued, but may be 
elled and cremated pursuant to the provisions of section nine of this Act. 
(4) Pending sale of the Vermont bonds, the interest paid thereon by the 
‘Central Vermont Railway, Incorporated, shall be turned over by the Minister 
to the National Company, to be applied towards meeting interest payments on 
_ the new securities. 
Section agreed to. . 


_ The Cuarrman: Section 9, Cancellation and Cremation of Securities: 

Any outstanding securities purchased by the Minister by virtue of this Act 
be cancelled and cremated in the presence of a representative or representa- 
of the Minister and of the National Company, and certificates of such crema- 
tion, signed by such representatives, shall be filed with the Minister and the Na- 
tional Company, and any such certificate shall be conclusive evidence for all 
y es of the cancellation and cremation of the securities covered thereby. 
Section agreed to. 


The Cuarrman: Shall the preamble carry? 

Carried. 

The Cuarrman: Shail the title carry? 

Carried. 

The CHAIRMAN: Shall I report the bill? 

2. Carried. 

The Cuarrman: Shall we go on with the operating accounts as we did last 
year, item by item, in the main report of the Canadian National Railways? 


_ Mr. McLean (Melfort): That is the usual procedure. 


Hon. Mr. Crerar: I think an examination of this income and expenditure 
statement will eliminate the balance sheet when we come to a consideration of 


The Cuamman: Then, page 17, Income Statement, item 501, Railway oper- 
ng revenues. 
Mr. Hanson: Sir Henry, would you care to make an estimate for the cur- 
rent year of your revenues, or do you not care to do so? 
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Sir Hpnry THornTon: We have already made it, and it is reflected in u 
budget. This, you understand, is for Canadian lines only, $222,000,000. ° 

Mr. Hanson: The income statement we are dealing with is for the whole 
system? 

Sir Henry Tuornton: Yes, it is. The estimate for the system shows $269 
000,000 operating revenues and $218, 000,000 operating expenses. 

Mr. Betu (St. Antoine): The total estimates are only $222,000,000. ao 

Sir Hpnry THorRNTON: This is only for Canadian lines. Mr. Hanson asked 
the question as to the gross expenses for the whole system. 

Hon. Mr. STEVENS: On page 17, $259,000,000, Railway operating revenues. 
That does not include the Grand T. runk Western? 

Sir Hpnry THORNTON: Yes, it does. 

Hon. Mr. Srevens: Does it include the Central Vermont? 

Sir Henry THornton: The Central Vermont was not out of recelvereiita 
so that is not included. 

Hon. Mr. Stevens: The $269,000,000 does include the whole system now? 

Sir Henry THORNTON: Yes. 

Mr. McLean (Melfort): The difference between those two figures is th 
total revenue drop. 

Sir Henry THornton: A decrease of $16,700,000. That is the decrease i 
gross revenue. 

Mr. McLran (Melfort): On all the system? 

Sir Henry THorntTon: Yes, except the Central Vermont. 

The CHarrMan: Shall the item carry? 

Item agreed to. 

The CHatRMAN: 531, Railway Operating Expenses and net revenue fro. 
railway operations. 

Item agreed to. 

The CHAIRMAN: 532, Railway tax accruals. 3 

Mr. Hanson: I suppose that tax business is a constantly increasing item. 

Sir Henry THornton: Well, one never knew taxes to decrease. 

Item agreed to. 

The CHarrMAN: 533, Uncollectible Railway Revenues. 

Item agreed to. 

The CHAIRMAN: 502, Revenues from Miscellaneous Operations. 

Item agreed to. 

The Cuamrman: 534, Expenses of Miscellaneous Operations. 

Item agreed to. 

The CuarrMan: 535, Taxes on Miscellaneous Operating Property. 

Item agreed to. 

The CHatRMAN: 504, Rent from Locomotives. mis 

Item agreed to. 

The CuatrmMan: 505, Rent from Passenger Train Cars. 

Item agreed to. 

The Cuairman: 506, Rent from Floating Equipment. 

Item agreed to. 

The CHarrman: 507, Rent from work equipment. 

Item agreed to. 

The CuarrMANn: 508, Joint Facility Rent Income. 

Item agreed to. 
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he CuatrMAn: 509, Income from lease of road. 

Item agreed to. 
~The CuatrMan: 510, Miscellaneous Rent Income. 

Item agreed to. 
The Cuamman: 511, Miscellaneous non-operating physical property. 
Item agreed to. 
The CHAIRMAN: 512, Separately operated properties—Profit. 
Item agreed to. 
The CuarrMAN: 513, Dividend Income. 
Item agreed to. 
The Cuarrman: 514, Income from funded securities. 
Item agreed to. 
The CuatrMAn: 515, Income from unfunded securities and accounts. 
Item agreed to. 
The Cuairman: 516, Income from sinking and other reserve funds. 
~ Item agreed to. 

- The CHAIRMAN: 519, Miscellaneous Income. 

Item agreed to. 
The Cuarmrman: 536, Hire of freight cars—Debit balance. 
Item agreed to. 
The CuarrMAn: 537, Rent for locomotives. 
Item agreed to. 
- The CuatrMAN: 538, Rent for passenger train cars. 
Item agreed to. 
The CHarrMan: 539, Rent for floating equipment. 
Item agreed to. 
The CHatrMaAn: 540, Rent for work equipment. 
Item agreed to. 
The CuHatrMAN: 541, Joint Facility Rents. 
Item agreed to. 
The Cuarrman: 542, Rent for leased roads. Item agreed to. 
The CHatrrMAN: 543, Miscellaneous rents. Item agreed to. 
The CHatrMan: 544, Miscellaneous tax accruals. Item agreed to. 
_ The CuHatrman: 545, Separately operated properties—Loss. Item agreed to. 
The CHatrMan: 546, Interest on funded debt. Item agreed to. 
Mr. Hanson: Just what is 545? 


Sir Henry THornton: It is the Montreal and Southern Counties Railway, 
the Oshawa Railway, the Thousand Island Railway, the Montreal stockyards, 
_ the Montreal Freight and Terminal Company, our proportion of the loss of six 
months’ operation on the Northern Alberta Railways— 


Mr. Hanson: Are these companies that you operate and do not own? 
Sir Henry THornton: We own them, but they are miscellaneous proper- 
_ ties; they are not railway properties. 

_ Mr. Hanson: They are not in the system. 

- Sir Henry Tuornton: For instance, the Montreal and Southern Counties 


- Mr. Stevens: The Montreal Freight Terminals, is that the one we were 
cussing before? Is not there an item in here of half a million dollars for 
expenditure on that? I think I saw one here somewhere. 
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Sir Henry THornton: There is an item in the budget. for it, I expect. : 
Hon. Mr. Stevens: What is the idea of continuing that? — 


Sir Henry THornton: Well, that was a fruit and produce terminal 
was organized for the purpose of handling fruit and vegetables in Montrea 
has been in operation for two months, and we expect that to improve. 


Mr. Hanson: Is that in connection with the West Indies line? 

Sir Henry THORNTON: Yes. 

Mr. Hanson: In other words, you had to organize a marketing 
there? Nee 

Sir Henry THORNTON: Yes. 

Mr. Hanson: And the railway had to do that? 


Sir Henry TuHornton: There seemed to be so much conflict and fig 
amongst the produce people that someone had to take hold of the thing, an 
we did. 


Hon. Mr. Stevens: And you are organizing one in Rec too, are ee 
Sir Henry Tuornton: I do not think so. : 
Mr. Burnap: I think not. ef. 


Hon. Mr. Stevens: Building of new freight house, Regina, extension 
warehouse in Winnipeg. 


Sir Henry Tuornton: That is in connection with our own facilities. 
Hon. Mr. Stevens: $185,000. 


Sir Henry THorntTon: That is our own entirely. That is in connectio 
with the handling of fruit and vegetables. 


Mr. McLean (Melfort): Would that be storage as well as handling? 
Sir Henry THornton: There is some storage space in it. 

Mr. Geary: Have you provided similar facilities in Toronto? 

Sir Henry TuHornton: Yes, we have a warehouse there. 

Mr. Geary: I mean a Be market. 


Mr. Geary: You have a team track and sidings, I think, but you have 
building. They use your old station there. 

Mr. Smart: They rent part of it. 

An hon. Member: The stuff is not brought in on consignment, is it? 

Sir Henry Tuornton: That is right. 

An hon. Memser: They are shipped in and auctioned. 

Sir Henry TuHornton: That is right. : 

Mr. Hanson: They compete with the United Fruit, a . great institution, x ; 
doubt about it, and your competition is pretty keen. 

Sir Henry THorRNTON: Very keen. © 

Mr. Betu (St. Antoine): The Terminal Warehousing Gam Limit 
Exhibit F, subsidiary companies’ estimated capital expenditures. 

Sir Henry THornton: I think that i is an extension to the Montreal 


house. | 
Hon. Mr. Srevens: The Terminal Warehousing Company Limited, 
think you are interested in it. 
Sir Henry THORNTON: That is a warehouse that we built in Montreal, ag 
additional warehouse. 
Mr. Bexx (St. Antoine): It has nothing to do with fruit an dopetanle 
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Tanry THORNTON: Ne 
Mr. Hanson: Item 546, that was the funded debt held by the public up 


. Hanson: That is a perennial subject. How are you getting eae 
our scheme of reorganization, or what are you doing? Perhaps you do not 
to talk about it? 


ir Henry THornton: I am perfectly willing. We have made our recom- 
dations and reports. I think it is in the hands of the government. Perhaps 
Crerar might like to answer that question. 

n. Mr. Stevens: When is the minister going to nee them down? 

fon. Mr. Crerar: Not the financial reorganization this year. 

fon. Mr. Stevens: Why? 

on. Mr. Crprar: We had proposed to bring in a bill for the amalgamation 
Ose various roads. Notice, I think, was given in the Speech from the 
rone, but we did not make any progress with the legislation before the 
r adjournment, and I think it is very doubtful now whether that measure 
‘ll e brought in. 

r. Hanson: The Prime Minister said there would be nothing of that 


Ion, Mr. Crerar: Yes, that is in view of the pending dissolution of parlia- 


Hon. Mr. Srevens: It is a big job. 
fon. Mr. Crprar: Yes, it is a big job. Of course, I must confess frankly, 
hairman, that I came in here about the middle of February, at the com- 
cement of the session, and I have not been able to get a clear idea of what 
involved in the financial reorganization beyond this, that I know it is a very 
nense task. But the amalgamation should be proceeded with by parliament. 
bt, however, if it can be done now at this session, but it certainly should 
oceeded with at the next session, and | should like to see some serious 
dy made of the whole reorganization ‘of the financial structure of the railways, 
a view to securing definite legislation, . 
ir Henry THorntTon: Of course, the 1 eo has taken place as far 
he railway is concerned, and we have o ommendations ready, But, as 
inister says, he has not had an opportunity of going fully into all of ‘the 
cations of an exceedingly complicated problem. However, all the investi- 
; work has been done. It is merely a question of determining what policy 
ernment wishes to pursue, 
Mr. Geary: Is that a complete plan with regard to the whole structure 
neially? 
Sir Henry Tuornton: Yes. 
.Grary: You are through with it? 
Henry THornton: We are done as far as s the railw ay is concerned. 
ff Geary: Are we? 
Sir Henry THornton: No, your work just starts. 
. Berz (St. Antoine): When was that submitted, Sir Henry? 


ir Henry THORNTON: One might say, roughly, this year. 
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Hon. Mr. Stevens: The first of the year. 

Mr. Hanson: There is one observation I want to make in regard to it, 
and it is this: That in any reorganization of the financial structure of the Ca: 
adian National Railways, the greatest care should be taken, because there will — 
ne an immediate demand for a reduction in freight rates from our friends in 
the west. 


Sir Henry Tuornton: I quite get your point, but let me say ‘hice 
I should dislike to undertake to support higher freight rates by a fictitious 
financial showing, and I should equally dislike to discourage the payment 
fair wages to our employees by a similarly fictitious financial showing, © 
happily it has developed that the financial structure which will be eventual 
presented is not only sound in character and justifiable in every point of view 
but avoids the two contingencies to which you have referred. 

Mr. Hanson: A perfect scheme, in other words. 

Hon. Mr. Stevens: You and your staff have given this your study for the 
last two years. 

Sir Henry THorRNTON: This has been given intensive study for six year 

Hon. Mr. Stevens: Particularly the last two years. 

Sir Henry THORNTON: Super-intensive. 

Hon, Mr, Stevens: Under actual preparation. 

Sir Henry THorNTON: Yes. I do not suppose there ever was a more co 
plicated and difficult task undertaken, largely because of the chaotic state 
the records of the preceding companies; the large number of mortgages involve 
the different kinds of securities, all having different terms; different dates of 
maturity; different rates of interest, and covering different parts of the railwa 
but finally that has all been catalogued and at the pleasure of the governme 
and of parliament, we are prepared to go ahead with the financial reconstru 
tion whenever it is thought proper. : 

Hon. Mr. Stevens: Here is another point: In 1934 the Minister 
Finance will be faced with $900,000,000 war loans maturing; it would be very 
inconvenient to have a huge reconstruction program, and new issues, for instance, 
of Canadian National securities sufficient to take care of all these various ou 
standing securities, and the national refinancing at the same time, or within 
year or two of one another. 

Sir Henry THornTon: Yes; that is all the more reason for speed. 

Hon. Mr. Srevens: Therefore this railway financing should be pushed 
along as soon as possible. ; 

Sir Henry THorNTon: Yes. 

Mr. Hanson: Does the reconstruction of the financial structure invol 
necessarily the entire refinancing? 

Sir Hpnry THORNTON: Oh, no. 

Mr. Hanson: Because many of these issues are not maturing. 

Sir Henry THorNTON: We have some perpetuals, for instance. 

Mr. Hanson: Yes. 

Sir Henry THornTon: We do not disturb any of the existing issues. 
they are running along all right, we will leave them alone. 

Mr. Geary: Are these advances representing interest on Dominion Gov: 
ernment issues carried in our balance as non-active assets? 

Sir Henry THorNTON: Non-active assets. 

Mr. Geary: But they do represent funded debt of Hie 3 Dominion. 

Sir Henry THORNTON: I suppose so; I cannot answer that. 


a 
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Mr. Geary: You are not worrying about those. 

Sir Henry THornton: No. 

- The Cuatrman: Item 548, Amortization. 

_ Mr. Hanson: Interest on fund, is that what you pay the banks? 

_ ir Henry THornton: What is paid the banks and the Minister of 
ance on the temporary borrowing. 

Mr. Hanson: What rate do you have to pay the banks? 

Mr. Grant: Five per cent. According to market conditions. We are pay- 

ing for refunding the Central Vermont 4# per cent. 

_ Sir Henry THornton: What is the lowest rate that we got? 

- Mr. Grant: Four and a half per cent. It depends pretty much on the 

condition of the market. 

Mr. Hanson: And depends upon the amount of the loan. 

Mr. Geary: What is your funded debt? 

_ Sir Henry TuHornton: For instance, last year, you will remember when 

financial conditions were discussed by this committee, there was a considerable 

amount of financing to be done. Some of it was temporary, and we had to do 

temporarily on account of the condition of the money market, and some we 

ot rid of as the year went by. The unfunded debt is taking care of the tem- 

orary loans until such time as they can be translated into permanent loans. 

Mr. Geary: The item, $12,640,000. 

_ Sir Henry THornron: You asked what it was; I said generally it was a 

thing of that sort. 

Hon. Mr. Stevens: You had unfunded debt, $44,000,000. 

Sir Henry THorntTon: Yes. 

_ Mr. Hanson: You obtained that by temporary loans because you could not 

ell the bonds. 

Mr. CantiEy: The time was not opportune. 

Sir Henry THornton: No. 

Mr. Geary: Is that represented by bank advances? 

Sir Henry Tuornton: Largely; I guess, entirely. 

Mr. Cooper: Is that the $44,000,000? 

_ Hon. Mr. Stevens: This interest item 547; what is that? 

Mr. Cooper: It is on the loans from the banks and on loans from the gov- 

By esineé, At December 31st, the loans from the Minister were $32,601,000. 

Mr. Geary: You must have run back a long distance; it was only $29,000,000 

he last time. 

Mr. Coorer: $24,000,000 in 1929, and we owed then the $8,601,600 for the 

ntral Vermont bonds. 

- Mr. Geary: You got that from the government. That does not show in 


~*~, 
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ince December 31st the loan to the Minister was repaid. The amount for C.V. 
pads was borrowed from the Bank. 


Mr. Geary: How much is that? 

Mr. Cooper: $8,601,600. 

- Mr. Hanson: That is the Central Vermont. 
Mr. Cooper: Yes, sir. 
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Mr. Hanson: As I understand it, this item 5A7 is the interest that you pa 
on your temporary loans, whether the government or the bank. | 


Sir Henry THornTon: Yes, that is right. 
Mr. Hanson: They are short-term loans. 
Mr. Geary: They are not short-term loans from the oo neiie are th 
> Mr. Coorer: We call it short term debt, they are more demand loans. 
Mr. Grary: But they have been running for years. 
Mr. Coorzr: No, sir. 
Mr. Geary: What about the $10,000,000 that I referred to a moment 
Mr. Cooper: That is in the long-term loans; that is not a short-term loan. 
Mr. Grary: It is not in this item. : 
Mr. Cooper: No, sir. The interest on the loans from the government, 
amounts to some six hundred million dollars, is included in item 546A. 


Mr. Hanson: In other words, you use the government as a b: 
occasionally? ; 
Mr. Cooper: Temporarily. 
Sir Henry THORNTON: Sometimes the government is very glad to let us ha 
a certain amount at the going rate. = oa 
Mr. Hanson: They charge you interest? 
Sir Henry THornton: Oh, yes. 
Mr. Geary: There has been a distinction drawn between the advances t 


were made by the government and advances to the railways for outside suk 
sidiaries. 


Sir Henry THornton: That is right. a. : : 
Mr. Geary: That amounts to many hundreds of millions of dollars. 
Sir Henry Tuornton: That is right. : 
Mr. Geary: They were advanced to the company during the reOreaniaaae 
period, and treated as non-active assets. 
Sir Henry THornton: That is right. 
Mr. Geary: And some complaint was made that they should have been 
paid for on the spot. 
Sir Henry THORN TON: Yes. : 
Mr. Grary® Because they were issued to a non-going concern, but sinc 
that period, during the years 1925 and 1926, in each of those years there wa 
$10,000 000 advanced. Did that take the place of an ordinary governmen 
advance, and take its place with the other government advances made years ago 
Mr. Cooprr: Yes. as 


Mr. Geary: We have never understood that in the House. (ae a6 
Mr. Cooper: They are shown in schedule “ K ” in the Public Accounts. es 
are under the heading “ Loans to Canadian National Railways ”. 
Mr. Grary: If you ever wipe out the government advances, and cancel th 
interest, those will be wiped out with it. 
Sir Henry Tuornton: That will certainly have to be given consider 
tion. 
Mr. Stevens: What I think Mr. Geary is a little off on is this: Under th 
present system the government makes no further loans in cash to the railway. 
They do that by re-issues, and the government issues guarantees. In othe 
words, cash loans were abandoned four or five years ago. 
Sir Henry THornton: In 1925 or 1926. 
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, oH on. Mr. oe But this loan that Mr. Cooper is speaking about, is a 
loan ecured from the bank, for $40,000,000. They ee not sell the bonds because 


Mr Grary: We never # demtced it that way. 
ir Henry Tuornton: That is correct. 


ns to the extent to which we might have a deficit. 

Hon. Mr. Stevens: You do not show cash loans the last two or three years. 
_ Mr. Cooper: There will be some at March, 1930. . 

_ Mr. Srevens: And the interest on that will be included in 546A? 

_ Mr. Coorrr: Yes, sir. 

_ Bir Henry THornton: Interest on government advances. 


Mr, McLean (Melfort): The interest on unfunded debt, borrowed from 
the government, is always refunded in cash? 

Mr. Coorrr: That is the distinction between 546A and 547. 546A is not 
in cash; 547 is paid in cash. 


Mr. McLean (Melfort): 546A is charged in the account with the govern- 
nt, and afterwards charged as assets as far as the government is concerned. 


Item 548 carried. 
The CuatrMan: Item 551, Miscellaneous Income Charges. 


a Mr. Hanson: Item 548, Amortization of Discount on Funded Debt. You 
arrying that so much each year, are you? The discount, you pay so much 
year. 


“Sir HENRY ST ORNTGi: What is that, Mr. Cooper? It is a bookkeeping 
ge, I think. 


Si Coorrr: The discount on new issues is charged to Balance Sheet 
count 725, and amortized to Income Account over the life of the security. 


Mr. Hanson: That is the standard method. 
, Mr. Cooprr: Yes. 
_Hon. Mr. Seteet Yes, Put it is not paid. You do not want to run away 


r. Hanson: It is a bookkeeping entry, and paid when you sell the securi- 
t of the lump sum included in the government vote. 


Mr. Coorer: I would say it is Da when the securities mature. We pay 
om off at par. — 
Mr. HANSON: You pay “ahieta at par, of course. 


2 


Mr. Geary: I suppose, if that item runs. he many years, you will 
to amortize that account. 


Mr. Coorrr: Yes. Some of the Sais jesued 4 in 1929 were for forty 
Mr. Geary: Were they all issued at a discount? 
Mr. Coorer: In 1929, yes. 
Mr. Grary: And a good many previously issued. 


Mr. Coorrr: I think, generally speaking, there would always be a disc 
to equalize the flat rate of the bond with the market price. 


The committee adjourned until 11 a.m., Thursday, May 15. 
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REPORTS OF THE COMMITTEE > 


The Select Standing Committee on Railways and Shipping ee “op 
and controlled by the Government beg leave to present the following as 


SECOND REPORT 


Your Committee have considered the foloe re Bills and have a 
report them without amendment, viz: eo 


Bill No. 1380, An Act respecting the Canadian National Railways, and 
ee for the refunding of certain re financial Peas = 


provide for certain financing in connection with certain lines of railway | 
principally in the State of Vermont. 


agreed to recommend that they be adopted by the House, viz: 


1. Further Supplementary Estimates, 1929-30. Railways. and M ri 
Freight Rates Act. Items 321, 322. $6,638,030.23. ae 


2. Estimates, 1930-31. Railways, Canadian National Steamshi 


All of which is respectfully submitted. 


MINUTES OF PROCEEDINGS 


Room 231, House or Commons, 
oe Tuurspay, May 15, 1930. 
elect Standing Committee on Railways and Shipping owned, operated 


lled by the Government, met at 11 a.m. Sir Eugene Fiset, the Chair- 
ded. 


Members present: Messrs. Bell (St. Antoine), Cantley, Chaplin, Crerar, 
ir Eugene), Geary, Hanson, Jenkins, Power. 


In attendance: Sir Henry Thornton and other officials of the Canadian 
nal Railways Company. Mr. Smart, Deputy Minister of Railways and 
. Mr. Anderson, Department of Railways and Canals. 


sideration was resumed of the Annual Report of the Canadian National 
ystem for the year ries December 31, 1929, the following items 


Coste Balance Sheet at December 31, 1929. (Pages 14 and 15 
tepor 
-rofit and Loss Account, 1929. (Page 16 of the Report). 
ilway Operating Expenses. (Page 22 of the Report). 
Jastern ines: — 
(a) Income Statement. (Page 43 of the Report). 
(b) Profit and Loss Account. (Page 43 of the Report). 


(c) Railway Operating Revenues and Expenses. (Page 44 of the 
Report). 


y permission of the Committee, Hon. Mr. Black (Halifax), M.P., was 
ask some questions. 


he-Committee adjourned at 1 pm., until 4 pm. 


€ Committee reassembled at 4 p.m. 
mbers present: Messrs. Bell (St. Antoine), Cantley, Crerar, Fiset (Sir 
eary, Gray, Jenkins, McLean (Melfort), Milne, Power, Stevens. 


> Annual Report of the Canadian National Railway System for 1929 
before the Committee, and the Eastern Lines Railway Operating 
and Expenses, as shown on page 44 of the Report, were reviewed. 


leventh Annual Report of the Canadian Government Merchant 
imited, was next taken under consideration, the Consolidated Balance 
t December, 1929 (pages 6 and 7 of the Report), and the Operating 
ize 8 of the Report), being examined. 


first Annual Report of Canadian National (West Indies) Steamships, 

und with the Eleventh Annual Report of the Canadian Government 

t Marine, Limited) was discussed as regards the Consolidated Balance 
Ast December, 1929, as per pages 18 and 19. 


€ 


iv 


On motion of Mr. Stevens, the following Renbels were adopted: 


: Annual Report of the Canadian National Railway System. 


. Eleventh Annual Report of the Canadian Government Merchant 
Limited. 


3. First Annual Report of the Canadian National (West Indies) 
ships, Limited. 


The Committee adjourned. 


MINUTES OF EVIDENCE 


Room 231, Housr or Commons, 
Tuurspay, May 15, 1930. 


e Select Standing Committee on Railways and Shipping met at 11 o’clock 
e Chairman, Sir Eugéne Fiset, in the Chair. 

Henry TuHornton: I will ask Mr. Cooper if he will read the balance 
answer any questions in respect thereto. 

‘he CuarrMAN: Is it agreeable that we proceed with the balance sheet. 
1ay avoid the details if we go on with that now. 

r. Cooper: Item 701, investment in road and equipment. 

Ar. Geary: You have never arrived at that’ by an inventory; that is a 
cost, is it? 

‘Sir Henry Tuornton: Yes. 

_ Mr. Geary: Stretched right from the beginning of each individual road. 
Mr. Hanson: That is what the auditors say in their certificate. 

Ar. Geary: From the very commencement of each road. 

Mr. Cooper: Yes, the historical book cost. Account 702, Improvements 
eased Railway properties; 703, Sinking Fund. 

‘Mr. Hanson: You have established then some system of sinking funds, Sir 


. Cooper: Those sinking funds are in connection with securities which 
e issued prior to consolidation. 
r. Hanson: And which require sinking funds under the terms of the 
rust Deeds. 

‘Mr. Cooprr: Exactly. 
Mr. Hanson: But no system of debt retirements has ever been set up at 


r. Coopmr: No. 

Sir Henry THornton: No general debt retirement. 

: ‘Mr. Coorer: Account 704, Deposits in lieu of Mortgage Property Sold. 
Mr. Hanson: Just what does that mean. 


ir. Cooppr: Under the terms of certain trust deeds, if property subject to 
jortgage is sold the-proceeds must be deposited with the trustee until there has 
| Substitution. Account 705, Miscellaneous Physical Property. 


. Geary: What does that consist of? 


. Coorer: Miscellaneous Physicak Property is non-transportation 
y. Account 701 is transportation property. 


r. Geary: That is hotels and all that sort of thing. 
. Cooper: Yes, sir. Account 706, Investments in Affiliated Companies. 
ry. Hanson: Is that actual cash investment? 


Ir. Cooprr: That is the book value of our security holdings in companies 
hich we are affiliated. 


- Mr. Geary: At cost to you? 

. Coorzr: Generally speaking, the details of that are shown on page 36. 
. Hanson: Are the hotels held by affiliated companies, or under 705? 
. Cooper: Such as the Admiral Beattie hotel or our own hotels? 

. Hanson: That would be other investments, I suppose, 


82 SELECT STANDING 


Mr. Coorer: Our own hotels are achitied 3 in ae 705. Our inv 
in hotels such as the Admiral Beattie would be in Account 707. 


Mr. Bey (St. Antoine): When you are speaking of affiliated ec 
does that take in the Central Vermont. 


Mr. Cooprr: The Central Vermont is included in this balance s. ee 
an affiliated company. 


Sir Henry THORNTON: The detail of that is on page 36. 
Mr. Geary: That, of course, does not represent the market value 

securities to-day. a" 
Mr. Coorrer: No, but the book value is less than prec value. 
Mr. Geary: Is it? 


Mr. Cooper: Yes. Take the Shore Line stock, $714,000. I think 
be safe to say that stock is worth not less than $3, 000, 000. 


Mr. Hanson: Which company is that? 

Mr. Cooper: The Detroit and Toledo Shore Line. 

Mr. Geary: That is better than the railway business. 
Sir Henry Tuornton: It is a form of railway business. 


Mr. Cooper: That company has paid us 34 per cent per annum in ¢ 
dends for several years running. 


Sir Henry Tuorntow: The same thing is relatively true of the Ont 
Car Ferry, and a number of other companies, also the Belt Line Railwa: 
Chicago. All of those properties are i a good deal more than at the 
we acquired our interest. ' 


Mr. Geary: How did you acquire the interest? 

Sir Henry THornton: In the Chicago Belt Line? 
Mr. Geary: Yes. os 
Sir | Henry THORNTON: _ Through the old Grand Trunk. That + was 


ser cae 


Mr. Geary: ‘There is no good in holding that $240, 000 in the Ch 
Belt Line Railway except that it is a good investment. 


Sir Henry THornTon: We use the Belt Line for transportation purpos 
along with the other railways in Chicago. The railways owned by a c 
number of railw ays; it is a terminal Belt Line Railway. 


Mr. Geary: And you acquire and hold the part there, do you? aoe 
Mr. Bett (St. Antoine): Where does the Hudson Bay Railway come ir 


Sir Henry Tuornton: That is in the Government account. W 
acting as agents for the government. 


Mr. Cooper: Account 708, Cash; Account 711, Special Deo 
Mr. Hanson: That is, cash on on and in Gomes: 


Mr. Coorrr: It is money deposited in the banks to the credit jf 
Minister. It is the unexpended proceeds of our financing in 1929. 
Mr, Hanson: Under the terms of the legislation which requires it 
put there— a 
Mr. Coorrr: It is only released to the railway es on the certific 
of the Minister. 
Account 713, Traffic and Car-Service Balances Receivable; 714, Net; 


ances Receivable from Agents and Conductors; 15; Miscellaneous Accc 
Receivable. e 


as * ae 
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N: That seems large. Is that outstanding freight accounts? 
No, the freight accounts are in 713. 

on, Mr. Gin: 714 and 715 seem to be pretty large. 


es Henry THornton: Account 714 runs about that amount from year 
It is constantly coming in. You have got to make a cut-off at mid- 
dh December 31. 


I suppose you can take that day by day, can you, or is it a 


ce ° Pehle turns-in his receipts day by day at the completion of 
, run. Both Accounts 714 and Account 715 show decreases of $700,000 or 
000 during the year. 


‘Mr. Geary: It is not the exact amount, is it? 

_ Sir Henry THornton: He renders an exact account. 

Mr. Cooper: Account 716, material and supplies. 

‘Mr. Hanson: Is that a Pain constant item? 

ir Henry Tuornton: That is a decreasing item. 

r. VauaHAN: It increased solely on account of a carry-over in ties. 


ir Henry Trornton: The object of every railway company is to reduce 
ae pereibve its es and supplies, and the icant uber: 


be sure of ties Sa on hand for rials in the spring, this bys 
ae but it will decrease quite substantially next year. 


Mr. Cooprr: Account 717, interest and dividends receivable: Account 718, 


r. Hanson: Account 721 is your insurance reserve. 
Henry THorNTON: No, that will be found on the opposite page under 


ae hia 


r. Hanson: Account 725. You cannot carry that as an asset until you 
out in your amortization plant. It is a very illusive thing. It is not 
rue asset, of course, but that is the way the accountants do it. 


Mir. Cooppr: We show it as an unadjusted debit, Mr. Hanson. It is on 
debit side of the balance sheet. 


Mr. Geary: It must be; it could not be anywhere else. 
Mr. Cooper: It is a potential charge to profit and loss. 


ecount 751, capital stock. 
ir. Geary: How much working capital do you require to run this road? 
not think you show that as an item, do you? 


Mr. Cooprr: You would have to take out the special deposit account, 
00,000, which would leave you a net of $81,000,000. 

ir Henry THorNTon: Colonel Geary was asking, in a general way, how 
pone capital we thought it necessary to have on hand. 


Oey —— SELBCT 8 ANE pigs 
Cooper: I would say $80, 000,0 0, sir, $42,000,000 wou 
boiad Ey material stocke— dn Desa ee 
Mr. Geary: You cannot use as worene capital? a special deposit, 
that is not even a drawing account. a 


Mr. Hanson: Ordinarily your net working capital oars be the 
between your current assets and your current liabilities. : 
Mr. Cooprer: Yes. 
Mr. Hanson: And it runs about $80,000,000. =e 
Mr. Cooper: No, not net; that was the working capital. © You w 
have to deduct the current liabilities from that, and the current liab 
would be $92,000,000 less $44,000,000, which is $48, 000,000, so we would 
working capital assets of $80,000 000, and liabilities of around $50,000,000 
Mr. Cantey: Put it this way: You ask the government to open a er 
account with bankers to enable you to operate the road from —— to moni 
How much would you ae to put in that fund? 
Sir Henry THornton: ' I think Mr. Cooper has just given you the answe 
to that. It would take around $80,000,000, would it not? 
Mr. Cooper: Yes, sir. - 
Mr. Geary: Your cash runs $18,000,000, on the average, I suppose. 


Mr. Cooper: ‘There is no substantial change from year to year 
this account. . 


f 


Account 752, stock liability for conversion. 


Mr. Hanson: The $270,000,000 that is the gross set-up. 


Mr. Cooper: It is the capital stock held by the government and the pu 
Intersystem holdings, of course, are eliminated. The detail is given on pag 
34 and 35. 

Mr. Geary: How much of that is held by the public? 


Mr. Coorrr: Out of that $270,000,000, aEDIOE Ey $265,000,00 
held by the government. hs 


Mr. Grary: Very little by the public then? 
Mr. Coorrmr: Yes. 


Mr. Geary: And where appears here all this disputed Grank Trunk stuf 
we hear of occasionally? I am thinking of the pile of petitions filed by =. 
White the other day, as to liability. 


Sir Henry THornton: That relates, Colonel, to the claims of a I 
shareholders of the old Grand Trunk Company who were dissatisfied with the 
settlement which the directors of that company made at the time; they feel = 
they have a claim because their stock was wiped out. 

Mr. Geary: They feel in other words, that their stock has not ee wi 
out. 


Sir Henry Tuornton: In other words, that their stock still exists. 
Mr. Geary: We do not take account of that. 
Sir Henry Tyornton:. Oh no, it, is not in this at all. As far as the ve 
way is concerned, that is a closed book. ee 
Mr. Hanson: How much of this is in coal companies? On page 3e t 
is a schedule of companies comprising the system. 
Sir Henry THornton: The only coal company that we own is in ine ] 


epee re 


and River Coal Company, and that came as an inheritanace from the old 
Grank Trunk. It is shown at about $2,000,000, about half down page 34.5% 
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cane 754, boone in aid of construction; account 755, 
lebt, unmatured. Then we have the Dominion of anes account. 


“Hanson: ‘That 755 account, unmatured debt in the hands of the 


Yes. Account 758, loans and bills payable; account 759, 


ve eax THORNTON: Just a ime, Mr. Cooper. I am afraid I have 
you a wrong impression, Colonel Geary, about that Grand Trunk situa- 
alouph the effect is the same in any case. The stock was transferred to 


stock. ig comes to the same thing in the last analysis. 


cl 
ae 


Mr. are Then that being transferred to the government, would that 


2 ove acerued oe erate is that up to the end of the year? 

. Cooprr: To December 31st, 1929, yes. 

. Hanson: Is that interest compounded? 

. Cooper: No. 

. Geary: That item of loans stands as it did last year, and appropria- 
ecount also stands as it did last year. 

Mr. Coorrr: There are some slight changes, more or less bookkeeping 


tr, Hanson: What was that item? 


r Coorrr: The purchase of two government ships, that is the Canada 
antic ‘Transit Company peace two of the euea) marine ee and 


Mr. hone he first item is to the Serre and the second item is to the 
in er, 
Aecount 7959, traffic and car service balances payable; account 760, audited 


ints and wages payable; account 761, miscellaneous accounts payable; 
ount 762, Interest matured unpaid; account 764, funded debt matured, 


. Geary: How have you interest matured unpaid? 
t. Cooper: That would be due on January Ist. 


be ecount 766, unmatured interest accrued; account 767, unmatured rents 
; account 768, other current liabilities; account 770, other deferred 

les. ay 

r. Hanson: What would that be? 

Mr. Coorrr: The principal item there would be contracts’ drawbacks and 


s of that sort. 


/ 
ecount 771, tax liability; account 773, insurance and casualty reserves ; 
ount 775, accrued depreciation—road; account 776, accrued depreciation— 
nent; account 777, accrued depreciation—miscellancous physical prop- 


Geary: You do not Bei up a eps segs: erve oo 
ee vo , fe Sa: te 


Mr. fincoe: You he to << it because of the Interstate cm 
ee 


to property ates income and pa account 780, hide debt. 
through income and surplus; account 781, sinking fund reserves; account: 
appropriated surplus; account 784, profit and doss balance—deficit. Gore 

Mr. Berti (St. Antoine): Sir Henry, could we have a general “sta m 
so that the ordinary layman could understand it, of really how mu 
Dominion government has invested in the Canadian National system 
assets are over $2,000,000,000, are they not, at the present time? Is the 
way of arriving at how much the government has put into it to date? 

Sir Henry THornton: We can arrive at that, but I would not wan 
give you an answer off the bat. I can give you that possibly this afterno 
to-morrow morning. 

Mr. Cooper: It is shown on ne balance sheet in the next item gee: 
Dominion of Canada account. That is the total investment. : 

Sir Henry THornton: That is not what Mr. Bell means. What M 
wants to know is, when all is said and done and everything is mopped up, ho 
much money in cash has the Dominion of Canada put into the Cané 
National Railways. That is what you want to know? 

Mr. Betu (St. Antoine): Correct. 

Hon. Mr. Crerar: From what date? 

Sir Henry THornton: From the first contribution to date, a is wha 

want to know? 
Mr. Bewu (St. Antoine): Yes. 
* Mr. Cooper: The answer is here, sir. 


Sir Henry THornton: Mr. Bell means, how much money has the 
minion of Canada put into the property? 
Mr. Cooper: They have given us cash loans = $601 ,446,082-13. 
have spent on account of Canadian government railways $417, 150, 140-59. - 
is apart from accrued interest. In addition, in the item of 751, capital e 
they paid $10,000,000 for the Canadian Northern stock, and that is all. 
Mr. Bery (St. Antoine): That is only about $1,010,000,000, acco 
those figures. 
Mr. Hanson: I do not think you can get at it very well because. 
back of that there was subsidies. +, 
Sir Henry Tuornton: I would like to have time to consider that quest 
We will try to give you the answer this afternoon or to-morrow. —_ ; 
Mr. Geary: That item of loans from the Dominion includes: subsid S. 
Some Hon. Members: No, no. 
Mr. Geary: Mr. Bell weed want to know bates I Benue ina 
to what is shown here. ee 
Mr. Beuu (St. Antoine): I do not want 6 ask for 16 f 1b ase too 
trouble. 
Sir Henry THornton: We will see if we can get it for you in the : 
you want it, and subdivide it sufficiently to make it clear. 
The CuHarMan: Is it the desire of the committee that we eae 


with the details of the railway operating expenses, or shall we BO ¢ on w 
Maritime Freight Rates Act? 
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Mr. Hans think we had better take up the profit and loss account. 
sual form of auditors’ certificate, the same as last year? 


‘Si ‘Henny THORNTON: Yes. I think it has been the same for several 


+ 


‘The Banik. Page 16, profit and loss account, 1929. 
Mr. | oats Account oi debit balance at January 1, 1929; account 612, 


Her, reserve rine: seu 615, surplus et inisd for inv’ estment in 
‘al property ; account 618, miscellaneous appropriations of surplus; account 
loss on retired road and equipment. . 


Mr. Hanson: What is that item? 


Mr. Coorgr:. That is the loss occasioned by the writing off of property 
is not replaced. In Canada equipment is not taken care of through profit 
an loss but through the operating expense account. 


> ‘Mr. Geary: And you just charge that to profit and loss? 


Mr. Coorrr: That is, property that is retired and not penletet is charged 
rofit and loss account. 


Account 620, delayed income “debits; account 603, profit on road and 
pment sold; account 605, unrefundable overcharges; account 606, donations; 
account 607, miscellaneous credits and debits met. 
Mr. Hanson: Account 603, what is that? Do you ever sell road and 
pment at a profit? — 
M. Cooprr: Yes, we sell land from time to time on which we have a profit. 
pvr, Geary: That is, just over your book cost? 

r. CoorEr: It is the difference between sale price and book cost. 
. Hanson: And the equipment would come under that head? 

. Cooper: If we sold equipment. As a matter of fact, in 1929 we had 
tem. of $210,000 which was the difference between the ledger value of the car 
“ Milwaukee” and the amount of insurance recov ered from the under- 
ters, so there is an item of equipment in 1929. 

_ Mr. Hanson: There may be losses on some road and equipment sold? 
Mr, Cooper: That would come under account 619. 

_~ Mr. Hanson: I thought you made a difference between what was retired 
not replaced, and what was being sold? 

Mr. Cooprr: If there is a loss then it goes into account 619, and if there 
profit it goes. into account 603. It is an offset. 


Taking all the profit and loss accounts together, apart from the income 
t amounts to only $117,000. 


_ Mr. Hanson: Your profit and your loss account shows an increased debit 
balance of about $41,000,000 for the year. 


Mr. Cooprr: Yes, sir, of which $40,933,000 was on income account. 


Mr. Geary: That is a very unfortunate situation, Sir Henry. You cannot 
make a favorable setup, under any circumstances, can you, with that heavy 
e hanging around your neck? 

ir Henry THorntons Just to put it ee important bankers and 
putable financial and technical journals describe the present financial struc- 
of the Canadian National Railways as the prize joke of the financial 
, which is probably about as short a description of the whole thing as you 
et, but in saying that I do not mean any criticism of anyone. It simply 
s that due to certain exigencies in the way in which the property was 


- manifest the showing that it really is making until it is put on that sou 


tions. There is an increase of $40,000 in salaries, in salaries of clerks an 
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acquired, and in some cases the rate Eee methods of finane hat v 
employed by previous owners, the whole thing has grown into the 
which we have now found it. It simply grew into this condition because t 
was no single co-ordinating administration in charge of the properties, 
is, the constituent properties. Now, again, to unravel all of the records” 
all of the finance operations of the ‘whole of the system in years gone by, 
catalogue and arrange the thing and devolve some kind of structure which i 
sound has, of course, involved a tremendous amount of work. I have studi 

it for seven years, and I am not quite sure yet whether I understand the bless 
thing or not. As Colonel Geary intimates, this railway will never be able 


financial basis which any private enterprise would want to have under simila 
nee 


Ar. Geary: When you have to carry a credit of $513,000,000 into the | 
oes sheet it looks bad, but it does not indicate at all how the road is run 
ning and has been running for the past few years. 


Sir Henry THornton: No, we are inarticulate as far as trying to presen 
the picture is concerned, that really should be presented. ‘ 


Mr. Cooper: Account 607, miscellaneous debits and credits met; accoun 
622, adjustment ‘of land surplus account ; debit balance forward to balance 
sheet. 


The CuarrMAan: Gentlemen, what is the desire of the committee? Shall 
we go on with the special accounts or go on with Eastern Lines? 


Sir Henry THornton: If you want to examine the details of the operat 
ing expenses the next page would be page 18, and then you go on to 19, and 
so on through the succeeding pages. You have dealt previously with the figures: 
shown at the bottom of each one of these pages. You have not gone through — 
the detail above ee total. 


Mr. Geary: I do not see much advantage in going through the one 
accounts, at least the split-up. 


Sir Henry THornton: You have pages 18, 19, 20 and 21. We haves 
details explaining the increase or decrease, as the case may be, in each one 
of these accounts, and will be very glad to answer any questions that anyon 
wants to ask. It is for the committee to decide how far it wants to go. 


Mr. Geary: That is the way really, you have to keep your accounts. 
Sir Henry THornton: Take maintenance of way and structures, and 


so on; we have accounts 201, 202 and 206, those are all laid down by the 
accounting regulations. 


Mr. Geary: And last year we had your auditor here, who explained th 
detail and check-up of each one of these accounts, and I do not see where w 
can get behind them if we wanted to. Has your ‘overhead office expense gon 
up? I suppose that is allocated to different general accounts. 


Sir Henry THornton: There has been an increase of $119,000 in gene 
expenses out of a total of practically $7,000,000. The most of that increas 
has been in increases in salaries and expense of general offices, increases it 
salaries and expenses of clerks and attendants, general | office ‘supplies ant 
expenses. There has been a decrease in law expenses. There has been al 
increase in pensions of $45,000. That accounts for 40 per cent of it. Ther 
has been an increase in valuation expenses, and those are the principal varia- 


attendants, that is, clerks, stenographers and others in the general offices, . 
$45,000 in pensions, and $33, 000 in valuation expenses. That would accou 
for the most of it. << 
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Is any part of that general expense account, or head office 
xpenses, Ce onis allocated to the subsidiary accounts? 

Sir Henry THornton: No. 

Mr. Grary: Like superintendence, for instance, under maintenance of 
uipment? 

‘Sir Henry Tuornton: No. 

Mr. Grary: No proportion of overhead is charged to those other accounts? 
Sir Henry THornton: No. General expenses are a separate primary 
count. 

Mr. Cantiey: Item 274, injuries to persons, I notice there is an increase 


Sir Henry THORNTON: In railway operating expenses, page 19? 

Mr. Cantury: Yes. 

Sir Henry THorntTon: That item increased $103,000. 

Mr. Gary: And even at that I expect motors are doing better than you 


Sir Henry THORNTON: I dare say that if you did add up all of the acci- 
dents that occurred on highways they would considerably excéed the accidents 
occurring on all the railways. 

Mr, Cantiry: What is the explanation of the increase, roughly? 

__. Sir Henry THornton: As I mentioned the other day, it is almost entirely 
a matter of luck. The same thing applies to personal injuries. You may have 
2 disastrous wreck one year that may cost half a million dollars, and you 
might not have it again for a period of years. And, curiously enough, some- 
times the worst accidents that happen are on railways that are the best 
equipped. In other words, it is largely a matter of luck. It is quite true 
that good roadbeds, good cars, automatic signals, good discipline and proper 
supervision tend to decrease all that sort of thing, but still in spite of all that 
you may now and again get a very nasty wreck. 

Mr. Cantiey: But, generally speaking, as far as my memory goes, you 
have not had any ‘outstanding railway accident during the last year. 

_ Sir Henry THornton: We had a very nasty one last year up in the north 
country. 

Mr. Cantiny: Did that materially increase those figures? 

_ Sir Henry Tuornton: I should think probably that is undoubtedly 
reflected in that increase, or some of it. 

Mr. Cantiry: Can you give us any idea how much crossing accidents 
contributed to this increase? 

___-Sir Henry THornron: Automobile accidents in connection with the rail-. 
- way cost us about $10,000 last year. 

Cantiry: That is negligible in amount. 

Sir Henry THornTon: Yes. 

Mr. Geary: Where is your item for level crossing separation? 

Sir Henry THornton: Grade crossing separation expenses. 

Mr. Coorrr: In capital expenditure account. 


Mr. Hanson: What is the policy of the system with respect to the elimi- 
nation of grade crossings? 


Sir Henry THornton: That is a progressive work that is being carried on 
as rapidly as circumstances will permit. Take the situation in London. There 
is a bad crossing situation there which we have now under consideration with 
the city, and which will necessarily involve the elimination of those crossings. 
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The grade crossing problem is one which has received serious atte y 
the railway, and substantial progress has been made towards the elimination 
of the more dangerous of these crossings. In the period from 1923, 230~cross- 
ings at grade have been eliminated by grade separation or road diversion. In 
other words, since 1923 we have got rid of them at about the rate of 30-a 
year, or a little more than that. : X3 
Mr. Geary: You are urging, though, before the railway board that you 
have not the money to spend on the elimination of grade crossings, with orders 
that might otherwise be perfectly justifiable, resisted by you because you do 
not want to spend the money, because your revenues are decreasing, and so on 
Sir Henry THornTon: Yes. ~ ares 
Mr, Geary: Within certain limits that might be a proper objection. 
Sir Henry THornton: Well, Colonel, it is very much like a good man 
other things on the railway. When railways were first built in this and other 
countries the grade crossing situation was not a serious one; in fact we ha 
the spectacle of railways sometimes running down the main streets of what 
were then towns, and they were regarded more or less as an asset, because 
gave the community something to do, to watch the trains go by. But graduall 
the cities built up, and gradually the speed of the trains increased, the traffi 
increased, and this situation which thirty or forty years ago was a negligib 
factor became a major factor. Then after that there came upon the railway 
a demand all over the country—not in any one particular place but all ov 
the country—for the elimination of those crossings, and the position of th 
railways is generally this: Yes, an admirable thing to do, a necessitous thin 
to do and something that has got to be done, but we cannot do it all at once, 
there are other demands on the revenues of the railway other than the 
elimination of grade crossings which are in some cases just as necessitous, 
such as the building of new stations, at places where stations have becom 
inadequate, and many things of that sort. We do unquestionably recognize 
the importance of grade crossing elimination, but we feel, first, that the — 
problem is a mutual one. We are not solely responsible for this conditio 
which has developed. We ask, and we think it fair, that communities—th 
city or the province, or whatever it may be—but at any rate some instrumen 
tality other than ourselves to assist in a public problem. And, secondly, 
want to do it as fast as our purse will permit, but it cannot all be done at once, 
however desirable it may be. y See 
Mr. Hanson: Is not the chief factor in retarding this betterment the 
unwillingness or the inability--I think it is fair to use the latter expression— 
of the municipalities to make the statutory contribution? a 
Sir Henry THornton: That is unquestionably a large factor. 


Mr. Hanson: Because parliament has shown a different disposition. Wi 
have increased the advance to the grade crossing fund. Pe, 


~ 


Sir Henry THorNTON: We have on the whole of the Canadian National  _ 
System approximately 16,000 crossings at grade. Many of those, of course, do. 
not require treatment, probably will not require treatment for many years to 
come, but on the other hand there is quite a large proportion that require treat 
ment immediately, but which if eliminated in a year or two or three years wo 
involve the company in an unjustifiable expense, and the communities as wel 
they make any contribution. Mahe ce 

Hon. Mr. Cuapiin: On the other hand, if you eliminate them at the rat 
we are going, we are all going to be very old before they are eliminated. 

Sir Henry THornton: I think that is true. I think we probably will be. 
There is nothing a railway officer dislikes so much as a grade crossing, and there 
is nothing a railway engineer dislikes so much as a grade crossing. It is merely 
a question of how quickly the money can be provided. ae 


= 
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Si HRs aniokaN: Minit, 


Hon. Mr. Cuapuin: Can you give us an idea of the cost of looking after 
fferent grade crossings going through London? 


Sir Henry THornton: That is all under contract with the city now, and 
re going to build a station there, starting next year, and féllow that up with 
ade elimination. I think the whole job amounts to a million and a half 


x Mr. Huncrrrorp: It is rather more than th at. Over a period of years it 
about three million dollars. 


r. Geary: I hope you-_are crediting to that the value of the London 
n you are going to destroy. 

ir Henry THORNTON: No, that goes into a museum. 

. Geary: Or the archives, I should suggest. 


Sir Henry THornton: We are going to put it along with the old hotel, 
by side. 

Mr. Hanson: There is another situation east and west of Hamilton. We 
e had some very bad accidents there, fatal accidents. I believe the provincial 
rnment are moving in some direction, are you cooperating? 

ir Henry Tuornton: I do not know offhand about that, but unques- 
10) ably there are dozens of crossings all over Canada that are indefensible. 

- ought to be eliminated and I should like to see them eliminated. 


Mr. Hanson: I have often thought in regard to the Campbellton situation 


on entering and leaving. There is also a situation at Fredericton. That 
ery vital problem, with the railway going through the back of the town. 


ir Henry THornTon: We are making a study of the whole grade crossing 


Mr. -Guanv: For instance, what have you under order now. Nothing that 
importance? London is not under order. Have you quite finished your 


‘Sir Henry THorNToN: We have finished our negotiations. That is all 
led, and that will come along next. It cleans up the London situation. | 
fir. Geary: In Toronto we have what is known as the northwest grade 
aration. It was declared to be necessary, and ordered, in fact, only the time 
r commencement of construction was not ordered. The city stands prepared 
rry on the work. I think we are paying half the cost under previous order, 
he railways come along and say, it is all very well, it is required; there 
thotisands and thousands of motor cars and pedestrians crossing there every 
running risks, almost in the centre, in the western half of the city, and you 
it 1p the plea, No, we have not got any money to pay our share although it is 
om hing that has been ordered. 

_ Sir Henry THornton: I do not know offhand just what the situation is 
. I suppose there is some dispute as to the division of cost. 

Mr. Geary: There is no dispute as to the division of cost. 

ir Henry THORNTON: pa mean to say, then, that everything has been 


ir. Grary: In that eae case flee was awarded the hardest division 
st, I think, that I have seen, that is, 50 per cent to each. You built your 
ay ey one street, but not at St. Clair Avenue, which is a main thoroughfare. 
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You know it very well. The town is split i in two, aad we want you to pro 

with that work. : 
Mr. Huneerrorp: My oe of the matter is that the board bee 

yet ordered it.. 


Mr. Geary: It has ae a subway, but not the time for commence 


Mr. Huncerrorp: ‘The view of the board, and the railway officers, 
been that we are doing a great deal of work. The waterfront in Toronto is ar 
crossing work. 

Mr. Geary: That is not a fair objection because that was all in sight Ww 
the railways practically consented to the order being made. You are spendi 
lot of money there, although we are contributing one-third and you one-thi 
The City of T oronto I speak of. It is a very serious question. I think, § 
Henry, if you were to look into that personally you would see that somethi 
ought to be done. 

Sir Henry THornton: I am very glad that you mentioned it, Colo 
We shall take it up right away. 

Mr. Saas. I oe if it came to your personal observation, no daa 


Sa Henry Panaeee, With respect to the general question the railway 
is spending—all railways are—as much money as they can allocate to 
particular trouble,-and we wish we could allocate very much more to it. 

Mr. Geary: I do not think you are spending a great deal at the moment. 

Sir Henry Tuornron: Well, we have spent a tremendous amount of money 
in Toronto, and we are getting ready to spend a large amount in Montre: al, 
eliminating all of those very bad crossings west of Bonaventure station. eee 
_ Mr. Geary: You have spent a great deal in Toronto, and you have sp 
a great deal elsewhere, but Toronto ‘has always come through with you 
its proper share. I do ‘not think it was your objection, perhaps, so much as 
other railways. : 

Sir Henry THorNToN: I am not very familiar with just the exact det 
of that, but at any rate we would like very much to examine into that partic 
crossing and see what we can do. ' 

Mr. Betu (St. Antoine): Sir Henry, I was noticing the report of the deput 
minister; there has been some change in your pension system since the last 
meeting. 

Sir Henry THornton: Mr. Robb, will you explain the present pensi 
position to Mr. Bell? 


Mr. Ross: A pension system has now been spread over the whole of he 
Canadian National system. Previous to that there was only a pension system 
on the Grand Trunk and on the Intercolonial, and to-take care of the pensio: 
on the rest of the Canadian National system until such time as they had 
pension over the whole of the system, the pension is given to the pensionel 
based on the old Grand Trunk system, and similar to what they had on th 
Intercolonial. Last year the system was completed and now it has been plac 

over the whole of the Canadian National Railways. The minimum was increa 
and a few changes made, but it is pretty much on the basis of what we had on 
the older part of the system. 

The CuamrMan: The old employees are given the choice of which of t. 
two pensions they wish. 

Mr. Ross: Yes. The old pension system was handled by a commi 
consisting entirely of the officers of the railway, but under the new system t 
are two employees from the labour organizations on the coe ie £ 
thing is working very harmoniously. 
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SANTLEY: Sir. Henry, referring back a moment to grade elimination, 
arrived at an understanding with the town of New Glasgow with 
to eliminating some of your crossings there? 

Henry Trornton: I do not know. 

y. Huncerrorp: I think not. 

r. Cantiey: I was hopeful that that matter had been decided. 

Mr. Hunecerrorp: It has been under discussion for quite a while. 

_ Mr. Cantiny: Surely it has gone further than that. 


Sir Henry THornton: We will look that up, Colonel. I cannot tell you 
nd exactly what condition it is in, but I will do that and give you an 


- Hanson: As a general rule, municipalities do not want to close up the 

and they want you to bear all the expense of an underground crossing. 

r. Cantiey: In this particular case, I was called in and we had two or 

three conferences with some of your officials and I understood the matter was 
nally settled, at least I hoped it was. 


: Mr. Cantey: I would like to know what the hitch is. 
‘Sir Henry Tuornton: I do not know of any. 


Mr. Beuu (St. Antoine): Seeing there are many local questions being put to 
has there been any change in view of the representations made by the new 
ty council as to the terminal facilities at Montreal whereby these are being 
eld up at all, or are you planning to go ahead with the work as contemplated? 


‘Sir Henry THornton: The position there is this: The plans of the rail- 
way company were presented at the last session of parliament; the whole sub- 
ject was discussed and examined, everybody was heard, and finally parliamen- 
tary approval was given to what was proposed. The city administration of that 
consulted with the railway company and full civic authority was given, so 
as far as authority and legality is concerned the railway is in a position to 
ed with its work and is doing so. Meanwhile, there was a change in the 
administration, and the new administration took some exception to the 
reatment of the grade crossing position from Bonaventure west, and asked that 
he railway company should delay its work until the city had an opportunity 
to further examine the position. The answer given to the city, partly by con- 
sation between myself and the mayor, and partly by written communication 
this: The railway company will not depart from the principle of the general - 
that, we believe, represents the best treatment of the whole terminal 
on, represents several years of intensive study, and we will not—short of 
n death and destruction—depart from the principles of that plan. It 
ye that here and there some adjustment can and should be made, as might 
urally occur with respect to so large a scheme, but no change in the principle. 
Speci cally in regard to the grade crossing situation from Bonaventure west, we 
aid to the city that we proceeded in good faith and with full legal auth- 
If the city want that work delayed for a reasonable length of time we 
lling to do so provided the city will pay the cost of such delay. We have 
contracts, contractors are at work, and to stop that work will involve a 
in cost, roughly estimated at about $50,000. If the city is prepared to bear 
that cost, as I say, we will stop for a reasonable length of time. That repre- 
sents the general position, : : 


e city’s objection involves a change in principle of the 
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Sir Henry: THornton: I do not He i, could oy <0 far as to say that alt 
perhaps there was some criticism of the general plan, but in respect to that, ir 
far as the railway is concerned, there will be no compromise whatsoever. Anc 
cannot make that too emphatic, and if anybody wants a fight that is a devi 
good way to get one. 
Mr. Geary: Well, the city of Montreal is a very happy family. 
Sir Henry TuHornton: As far as our relations with the city Snel con 
cerned, and the city administration, they sre amicable and friendly, and I see 
no reason that there should be any trouble, but just in case someone wants - Lo 
start trouble that is a very good way to do it. 
Mr. Hanson: The difference between you is this, that they want th 
elimination of grade crossings by the substitution of tunnels. 
Sir Henry THornton: As far as I am advised, there is a certain school of 
thought in Montreal which feels that the elimination of the grade crossing 
from Bonaventure west should be by depressing the railway company’s track 
The present. plan provided that the railw ay company would go over most of 
streets. If we undertook to eliminate those grade crossings by depressio 
would run into some very serious engineering and drainage problems. ; 
the railway is concerned, we would like very much to meet the wishes, not only 
of the municipality of Montreal in a case of this sort, but any municipality 
providing it is contructively possible, but we cannot do impossible things. 2 
Mr. Geary: How far would your grade be diverted west of Bonaventure ify 
you ee Bs Be 


eae ay ie would, als fe) eee pean lowering the level of Turcotte yar 
and would introduce some serious drainage problems and a good many other 
engineering difficulties. 
Mr. Geary: All of which you have considered? 
Sir Henry THornton: All of which were threshed out long before t 
particular discussion appeared. 
Mr. Cantiey: You would likely have a flood menace. 
Sir Henry THornton: Yes, which would probably make eee fle lik 3 
mere amateur. 
The CuairMAN: Shall we go on with Eastern Lines, page 41?- eo 
Mr. Brack ( Halifax): I would like to call the attention of Sir Henry ry 
the time occupied at present by the Ocean Limited between Halifax and Mont- 
real. It is called an express train. Also to the time occupied by the Marit 
‘Express, which is also called an express train. At the present,time, we occupy 
as long in reaching Montreal from Halifax and vice versa, as we did thirty 
years ago. It does seem to me that a quicker train service between the mari- 
time provinces, especially Nova Scotia, and Montreal, would add considerably 
to your traffic. The equipment is all right. I do not think anybody can critici 
or complain of that, but the time I maintain should be very much shortened o 
that which existed thirty years ago. : 
Sir Henry Tuornton: I am very much obliged ine Mr. Black 
criticism which I know is,—and is meant to be—constructive. We will exami 
the situation and see what can be done, but offhand I would say that the dif 
culty is the number of stops which that train is obliged to make. = 
Mr. Buack (Halifax): That is the whole trouble; so many stops: = 
Sir Henry THorNtToN: The only way to meet that situation is to introduce 
a local train which will do the smaller station work, and relieve. the Oc 
Limited from the necessity of making so many BLODs 
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ACK Mina. aie ou mille look up the timetable and study the 
wf the Maritime Express, pe will find there are 88 in the stretch between 
( and Halifax.’ 

r. Hanson: The Taeititne Express is an express only in name. It is 
nly a local train. 


ENRY THorNtToN: If you take off the stops, that means another train. 
Buacxk (Halifax): Then you come along and you put on the Acadian, 
1 call that a wonderful train. It is simply that your Ocean Limited 
rloaded, and you are running it in two sections. The time last year, I 
was a little better than the Ocean Limited. 

Sir Henry TuHornton: Yes, it was faster. 

Mr. Brack (Halifax): But in travelling with it, Halifax to Campbellton, 
distance, the Acadian and the Ocean Limited are in sight of each 


ir Henry THornton: It simply means cutting out stops and putting on 
train.. That is the only way you can meet that situation. 


r. ‘Hanson: You have local trains now. 


ash Henry Tuornton: You have got to work in local services in relation- 
to the schedule of the Ocean Limited. 


a paying proposition. In order to break even a ie ae you mous up 


ce ration of the Dartmouth-Waverley with the Musquodoboit, and the 
uodoboit, if it pays well, should have better equipment. The passenger 


; as THoRNTON: You do not say that in derision? 

Mr. Buack (Halifax): It does not suit the people. They are standing there 
d time again on that road. There is a bit of a stove in one corner, and 
ront is baked and your back is shivering. That is the condition. The 
1odoboit is a good paying proposition, I am told, but the service is what 
d fifty years ago. 

r Henry THorton: Do you happen to know anything about it offhand, 
ungerford? 

r, Huncerrorp: No. 
i Buack (Halifax): I would like the management to take that into con- 


A eS 


‘ed that ‘nobody will es a greater ori: to ae their Shes 


Mr. Brack (Halifax): I do say that the people travelling on that road 
have some degree of comfort. 


r Henry THornton: We will endeavour to do all we can. 


. CHARMAN: Is it your desire that we should go to the Income State- 
age 43, or do you desire that Sir Henry should make a statement, or 

he letter to the minister on page 41? 

Henry THornton: I suggest that you go on with the income statement, 

ll probably crystallize the situation as quickly as anything. 

Cooper: Eastern Lines income statement, page 43. 
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Account. 501, railway open eee account 53 : 
expenses; account 332, railway tax accruals; account: 533, wicdileske 
revenue; account 502, revenues from miscellaneous operations; ae 
expenses of miscellaneous operations; account 535, taxes on miscellan 
ating property. ; 

Mr. Hanson: “Railway operating deficit”’. tk view ae your ne 
loadings down there, that should diminish, should it not? What is the 
this year? 

Sir Henry THornton: Maintenance of way and structures, 
maintenance of equipment expenses increase, ‘$911,000, and traffic - 
increase, $88,000. 

Mr. Hanson: Have we any detail of that here? 


Sir Henry THornton: I do not believe you have. I am just giving 
increases in the primary Ee Transportation expenses increased b 
a million dollars. 


Mr. Hanson: Why are the Eastern Lines segregated, singled out as OP 0 
to the rest of the system? : 


Sir Henry THornton: That is a statutory requirement, Mr. Hanso = 
are rue’ to keep the accounts of the Eastern Lines separately, an 


were done. Does that answer your question satistickoaiett 
Mr. Hanson: I think perhaps it does. 
Mr. Can tLey: I do not see why that range ees cannot be made | 


that ane into the calculation. 
Sir Henry THornton: Well, the probabilities are that if we did that, 
a large number of individuals would want to reverse it. As a matter of fact, 1 t 
form in which this report appears here this year, if my recollection 
rightly, is in conformity with the wishes of the committee Jast year. 
Mr. CuHariin: There is no questin about it. 
Sir Henry THornton: And we made the effort to meet that we 
Mr. CantLey: My recollection may be at fault, but it is not the th 
as yours. 
Sir Henry THornton: Well, I will leave it to the other members 
committee who were here last year. 
The CHarrMAN: I had positive instructions, as chairman last year, 
that the two reports would be kept absolutely separate. 2 
Mr. Hanson: From whom did you receive your instructions? — 
The CHarrMAN: From the members of the ee gee ‘That wa 
consensus of the majority of the committee. =e 
Sir Henry THornton: I will do anything that this committee. 4 
have had two shots at it, and I have apparently been successful in 
wrong thing each time. If you gentlemen will tell me what you want, wi 
it. That is what I thought we were doing this year. 
The CuHairRMAN: It is in the evidence of last year. 
Mr. Cantey: My point of view is this: There may be dcsiaee 0 
sections of the western lines, and they are not shown up as these are anc 
mind, there is an eon distinction in connection with the Teporte 
on the eastern lines. 
Sir Henry THornton: Do I infer from that that you resent ike 
of the Maritime Freight Rates Act? = 
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Air. CANTLE No, I-do not, but I do not think it should be advertised 
ughout the whole of Canada every year that we are paupers who have to be 


r Henry Tuornton: My recollection of the maritimes is that they feel 
ada owes them something. 

Mr. Cantiey: I agree with that. 

Sir Henry Tuornton: If you will tell me just how you want it done, we 
it that way. 

eamcom:*. Lf the - principle is accepted, that seems to me to be all 


“The Cuamman: That is the principle that was adopted last year, there is 
‘ting out of that. 


10U be an entire combination of all receipts and expenditures of the whole 
tem, including the eastern lines. But Sir Henry points out that special 
tures apply to the eastern lines, and that you have to keep them separate. 
he CuatrMan: In accordante, with the act, they are compelled to give a 
details in order, first, to satisfy the Auditor General. 

r. Cooprr: Account 504, rent from locomotives; 507, rent from equip- 
508, joint facility rent income; 509, income from lease of road; 510, 
cellaneous rent income; 511, miscellaneous non-operating physical property; 


ire of freight cars—debit balance; 537, rent for locomotives; 538, rent for 
ger train cars; 541, joint facility rents; 542, rent for leased roads; 543, 
scellaneous rents; 544, miscellaneous tax accruals; 545, separately operated 
roperties—loss; 546, interest on funded debt; 546A, interest on Dominion gov- 
mment advances; 547, interest on unfunded debt; 551, miscellaneous income 
rges; government contribution, Maritime Freight Rates Act, 1927. 

Mr. Geary: Now, Sir Henry, is the Gaspe Railway carried into the east- 
es? . : 

ir Henry THORNTON: Yes. 

Mr. Geary: And that takes its place in eastern lines, and the deficit on 
oad assists to make up the deficits payable by contributions from the 


_ Sir Henry THornton: Yes. 
__ Mr. Geary: So that every Ime taken over helps to add to the deficits of 
hose lines, presuming there is a deficit. 

Sir Henry THornTon: Presuming there is. 
Mr. Geary: I mean, eastern lines is not a fixed set of lines; all the lines 
ast of a certain point are eastern lines, no matter where you get them? 
ry Henry THornton: That is right. 
=~ Mr. Hanson: Have you got them all in now? 
Sir Henry THornton: There may be one or two stragglers that thus far 
sscaped attention, but I think that we have pretty well mopped up the 


r. Hanson: You have not taken in the Temiscouata? 


Mr. Geary: We have gone into the Government railway business, and 
are bound to be loaded with poor propositions from the financial standpoint, 
ave to accept the situation. 


nf a3 
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Sir Henry THorntTon: Speaking of the Gaspe ealoe i would | 
despair of its future altogether. Of course, it is going to take very ¢ 
nursing and intelligent development of the community served, and all tha’ 
of thing, but we will simply have to take those two lines and try to do th 
best we can with them. 

Mr. Geary: I quite agree, Sir Henry. We are justified in- ‘takin 
lines over, not from a financial standpoint. 

Mr. Hanson: You resisted taking it over for seven years, Sir Heir 

Sir Henry THornton: I resisted because I did not like the terms. — 
had been negotiating for several years, and we finally got to a point, havin 
regard for all of the circumstances of the case, and the responsibility which 
state-owned railway has to the community, where we felt we were justif 
in taking them over, and we did. These negotiations covered, I think, three 
four years. 

Mr. Hanson: With whom were you dealing, the British bondholders? 

Sir Henry THornton: We dealt with, chiefly, Sir William Plend 
the English bondholders. 

Mr. Geary: The point is, we are in the business, and we must taken 
railways which we would not take from a business point of view. I a 
referring to Gaspe particularly. 

Mr. Cuaruin: How is that piece of road doing that runs up fant 
ness county? 

Sir Henry THoRNTON: That is the Inverness Railway? 

Mr. CuHapiin: Yes. 

Sir Henry THornton: How is it getting on, Mr. Hungerford? 

Mr. Huncerrorp: It is going on in the same old way. 

se Hanson: Still losing money. 

Geary: There is a contribution to meet the 20 per cent rate red 
tion, Ae that you carry into net revenue? 

Mr. Cooper: Yes. - 
: ae Geary: Then there is a contribution to meet the deficit on e 
ines? 

Mr. Cooper: Yes. = 

Mr. Geary: In connection with. that government contribution to 1 
ie deficit on eastern lines, part of which is carried as a credit to profit an 
oss— 

Mr. Cooper: That is the item of $5,165,255.64. 

Mr. GEARY: aS call that “ ; SOVEnATeNt contribution Maritime re 2 


illusory, because the government contribution to the Maritime Freight Rates 
is described in the note as the 20 per cent rate reduction. : 


Sir Henry THornton: Except this, Colonel: It says $2,438, 074. 32 
the purpose of meeting the 20 per cent rate reduction under the Mar 
Freight Rates Act. 

Mr. Geary: Yes, the Maritime Freight Rates Act of 1927 covers 
contributions. 

Mr. Cooper: Yes. 

Mr. Geary: I think if that were made a little different— 

Sir Henry THornton: What would you suggest? 

Mr. Cooper: You might read the note. 
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Geary: I thought it was not quite as clear as it might be. 

Cuamrman: It is in two parts, Mr. Geary, A and B, A covering the 
nt reduction and B covering the deficit. You will find it in the note 


Henry Tuornton: Is it your point that that note might be ampli- 
some way? 2 
Geary: That is my point. I did not quite understand it when I 


unt 603, profit on road and equipment sold; 605, unrefundable over- 

eee R : , : 
ges; 606, donations; government contributions. 

Mr. Geary: ‘That government contribution plus the one in the preced- 

ome statement makes $5,560,000 odd, the total government contribution 

its of carrying on eastern lines. 

Ir. Hanson: Under the Maritime Freight Rates Act? 

i r. Geary: No, it is not the 20 per cent reduction. The 20 per cent 

reduction is in railway operating revenues, is it not? 

ir Hanry THornTon: Yes, it is shown on page 44, I think. 

r. Geary: And to the $5,160,000 must be added the $395,000 in order 

the government contribution to deficits on eastern lines. 

r. Cooper: Yes. I should explain that that is not altogether a cash 

ution. It includes, for instance, interest on government advances. The 

‘contribution by the government would be $2,438,074.82 under the 20 per 

und $4,762,217.22 under the deficit. 

Mr. Geary: And something in account? 

r. Cooprr: And something in account, cancellation of interest, ete. 

ry. Hanson: What is the item of donations? 

Mr.-Coormr: It represents traders’ sidings constructed at the expense of 
irader on the railway company’s property while the ownership rests with 

ailway company. It is the value of the property which we acquire from 

‘rader at his expense. 

The Cuatrman: Then debits. 

ir.-Cooprr: Account 619, loss on retired road and equipment; 620, 
income debits; 621, miscellaneous debits and credits, net. 

Geary: There is just one thing that I am interested in on page 44. 
iow your dining and buffet service receipts at $275,000, and on page 
ir expenses in connection with that same item are $405,000. Does that 
that those services, with. all charges against them, lose money at that 
account 131 and account 441, the latter of which is to be found on page 
8. Am I right in that? . 

_ Sir Henry THornron: I think you are, Colonel. 

Mir. Geary: That is all expenses, including purchases of supplies, charge 
ling, and all that sort of thing? 

r. Cooper: Not the charge of hauling. 

Sir Henry THornton: Everything which is properly chargeable, under 
accounting system, to that account is there. 

Mr. Geary: So that is really service and material and supplies? 

Sir Henry THornton: Yes. 

Cooper: Dining car service, supplies, and all that sort of thing, but not 
of hauling the dining cars. That could not be separated out of train 
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Mr. Geary: Then it does lose money? 
Sir Henry THornton: Oh, yes. There is a very funny situation t 
apparently, on this side of the Atlantic as compared with Europe. Ge 
speaking, the restaurant car services in Europe are on the table d’hote bas 
take what is given to you ordinarily I found, and I expect you all have had th 
same experience, and have found that it is reasonably satisfactory. But on th 
side of the Atlantic, for some reason or other, the public will not have { 
d’hote service. It has been tried out on a good many different railways, and I 
confess I could never quite understand it, but for some reason the public on 
North American continent seem to insist on an a la carte service in restai 
cars. 
Mr. Cantiey: If you gave them the other, they would have to accept it. 
Sir Henry THornton: Colonel, you ought to be in my place. 


Mr. Cantuiry: No, I ought not to be in your place, but I have travelle 
both railway systems. 

Sir Henry THornton: That is the most refreshing fora I have heard 
along time. If you could get the public to take what you like to give them t 
would indeed be a happy world. Of course, they would have to take it, but 1 
life of any railway officer would not be worth living. 

Mr. Cant ey: If you gave them reasonable service. 

Sir Henry Tuornron: Colonel, we have tried it out on other aa VS} 
many railways in the United States have tried it out and it has not been 
success. 

Mr. Hanson: You have tried it out on your’ fish dinner. 


The CratrmMan: Jn Europe they include wine in their bill of fare, 
in Canada they do not. 

Sir Henry THornton: Yes, but you pay for it. 

The CuHairMan: Not separately. 


Sir Henry THornton:. Well, the wine that you get for nothing is ode 
to drink. 


The committee adjourned at one o’clock to resume at 4 p.m. 


AFTERNOON SESSION 


The committee resumed at 4 p.m. 


The CHairMAn: We had considered the income statement of the easte 
lines, and also the profit and loss account, page 43 of the general report. — 
the desire of the committee that we examine in detail the railway cee 
revenue and expenses? What we have dealt with on page 48, practically spe 
ing, covers the whole thing. 

Hon. Mr. Stevens: I do not want " examine them in detail. Ha 
finished with page 43? 

The CHaIRMAN: Yes. 

Hon. Mr. Stevens: Then what more do you want? 

Sir Henry THornton: Perhaps I might take each one of a prin 7 
accounts in revenue expenses, and deal with the total, then if there are a 
questions with respect to any of the sub-items they could be asked and 
might save time. 

For the year ended December 31, 1929, there was an increase in ope 
revenues of $2,658,000. Of that amount $1, 675,000 related to Peon 
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f There was ‘an increase of $163, 000 in express revenue; an increase of 
00 in passenger revenue; an increase of $51,000 in sleeping car revenue; 
rease of $311,000 in telegraph and telephone revenue, largely because of 
ng over the Western Union lines in the maritime provinces. 

Generally speaking, I think that those increases point to an improved 
iness condition in the maritimes. 

In railway operating expenses there was an increase of $111,000 in main- 
e of way and structures; an increase of $911,000 in maintenance of equip- 
an increase of $88,000 in traffic, and an increase of $1,050,000 in trans- 
tion. The ificrease in transportation reflects the increase in business 
ause the transportation expenses fluctuate as the business increases or 
reases. The increase in maintenance of way and structure expense was due 
e continuance of the policy of laying heavier rail, putting in heavier 


ae 


uipment was also in turn due to improved equipment and the betterment 
ete The most S atifying thing 1 is the ee impr ov ed conditions 


Figa. Mr. Stevens: Do you think that the West Indies steamship service 
itributing anything to that? 

‘Sir Hanry THornton: Well, not if you consider the aggregate. I do not 
that I can say materially; it certainly is contributing something to it 
cause you see the increase in revenue was $2,600,000. I do not know just 
much of that could be charged to the West Indies service. I should say 
Ik of that increase was due to a general healthier business condition in 
aritime provinces. What do you think, Colonel? Your opinion is, perhaps, 
better than mine. 


Sir Henry TuornTon: Unless there are some specific questions that someone 
ats to ask, that finishes it. 


The CuHarrMAN: Any further questions on the general report? 


yy ,000 tons. That much traffic accrued to the railway company by the opera- 
tion of the West Indies service and the Canadian Government Merchant Marine. 
We moved last year 1,522,000 stems of bananas. Could anybody put that into 
i 


Mr. Arian: It is approximately 51 pounds to a bunch. 

Sir Henry THornton: Thirty thousand tons. 

Mr. Jenkins: How about grapefruit, Sir Henry? Is there much improve- 
in the quantity of grapefruit coming from the West Indies? 

ir Henry THorNTON: There are not very many grapefruit coming in. 

r. CantLBy: What advantages do you suppose you are getting by sending 
se boats up the St. Lawrence? 

Sir Henry THorNTON: Well, you get a shorter rail haul, and generally it is 
better proposition. 

Mr. Cantey: Translated into money, what does it mean? 

r Henry THorntow: I cannot answer that offhand, Colonel. 


Mr. Cantey: Have you considered seriously those boats terminating at St. 
n and eee all the year around? 
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Sir Henry TuHornTon: We have not aie ered rious! cal 


the present arrangement is preferable, that 8, terminating th i 
during the summer season. 
Mr. Cantiny: I would like to discuss that with you some other time, 
want to impress this on you: I think you are continuing those boats on the 
Lawrence much too late at the close of the season and sehding them up too e. 
in the season. The reason I say that is this: Friends of mine came up on the 
trip on the St. Lawrence, from the West Indies, and j in every case they contr 
very severe colds. Z 
Sir Henry THornton: That relates, of course, to the passenger en 
which is, relatively, unimportant. 
Mr. Cantiry: But that has an important bearing if you want to popul ar 
the service, as you want to do. No man wants to go down the St. Lawrence 
November, and then go from there to the West Indies. 
Sir Henry THorRNTON: We, of course, regard the freight service as the n 
important part of it, and we defer to that. From purely a passenger point 
view I would not be at all surprised if there was something in what you say 
Hon. Mr. Stevens: Do you call at Halifax? 
Sir Henry TuHorntTon: We go straight on. 
Hon. Mr. Stevens: You could in November, 
Sir Henry THornTon: Probably, yes. We would not gain anything by 
particularly. é 
The CuarrRMAN: Shall we go on to the Merchant Marne now? 
Hon. Mr. STEvENs: Yes. 


The CHarrmMan: We will consider the balance sheet on page 6. 


Mr. Cooper: 
ASSETS 
INVESTMENTS: : ee 
Vessels as at, December sist; 1928: 23% 2 $61, 246,348 78 hi 
Less: Net deductions during year.............:.... 14, 388,216 98 
$46,858,131 80 
Plant-and: Hquipment0.43 2a 63,403 28 
Office Furniture and: Fixtures: 2 234 - ee 56,454 58 : 
Others os ase eee ee 20,060 00 a: 
$46,998,049 66 
CURRENT: 
Cash ain't Banks. <i ss Soe ela eS  eae $684,287 00 
Accounts Receivable...) ->.- 3.2 7..4: SiR tae: 357,244 64 
Due by Agents 255 25 ner ee 458,077 87 
Advances to Captains, Crews and Agents........... 73,235 47 
Inventories of Stores and Supplies................:. 194,489 96 ee 
a 1,767,334 94 — 
Canapian Nationa (West Iwpres) 8.S.—Apvance AccoUNT.........-.- 490,585 43 — 
Unapsustep DEBITS 2... 7.200 2204 AR ee ee 40,070 oy Eee 


INSURANCE FUND. 0522305 225 ge RR ee js 3,241,856 Ves 


SS Soa ie Agee t 


Mr. Coorrr: The operations of the two services are feats = the 
management, and we use a common cash box. Accounts receivable, or th 
rent assets and liabilities are carried by the merchant marine services, a 
charges for the West Indies are charged up to the advance account. The amow 
of $490,000 odd represents the indebtedness of the West Indies company 
Merchant Marine company, and is largely made up of the deficit on the We 
Indies service for the year, which had not been repaid by the oes te i 
Merchant Marine at the date of the balance sheet. 
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Cooper: Tt an Shadied through the accounts of the merchant marine 
first place. 


Geary: Then you will get a credit against this for the deficit of the 
ies company? 


Coorrr: The eyymement will advance the deficit to the West Indies 


ee Is it not cumbersome doing things that way? 

Coorrr: It is more convenient. 

Mr. Geary: Who holds the stock of the West Indies company? 

_Mr. Cooper: The government. 

ir. Geary: And who are your subsidiaries then of the Merchant Marine? 
Mr. Cooper: They are the different ship companies. Each ship is incor- 
as a separate subsidiary company. This is a consolidated balance sheet. 
Mr. Geary: And this embraces all the navigation of the Canadian National 
lways system, does it? 

r. Cooprr: The balance sheet we are looking at now is the Canadian 
ment Merchant Marine. It does not include the West Indies vessels. 
is a balance sheet of West Indies vessels on page 18. 


Mr. Cantury: What is th average tonnage valuation of these vessels, 
ounting in all to $61,000,000? 

Sir Henry Tuornton: The book valuation per ton about $200. 

Mr. Cantiry: That is the original cost? 

Henry THornton: That is what it represents on the books. 

r. Buack (Halifax): Is that the basis.of this $61,000,000? 

_ Mr. Cooper: That is the original cost. 


; Mr. Buacx (Halifax): I suppose you know you sold two of the boats the 
ther day for $15 a ton. 


ir Henry THorNToN: Quite right. 

tr. Brack (Halifax): Do you think that is realizable for $61,000,000? 
ir Henry THORNTON: No, no. 

. Buack (Halifax): Then why put it in? 

ir Henry THornton: That is the way the books are a up. You have 
o carry it in the books in that way. 

a Mr. Buacx (Halifax): That is deceptive, Sir Henry. 

Sir Henry THorntTon: It would be more deceptive to do it otherwise. You 
Id not get any set of accountants to give a certificate on any such method of 
keeping as that. 

Mr. Buacx (Halifax): Supposing it wound up and you put in your assets as 
000,000, and they realized not 10 per cent of that, where would you be? 

‘ir Henry THornton: You would be all right. We would be delighted 
write down the value of these ships to their present saleable value, but we 
tt. do that. 


of the actual value of their property. 
sir ‘Henry eae A business concern Poa not ' ee a statement of 
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that Ba in their assets a coe of $200 when a aay cost $15. 


Sir Henry THornton: That is what they cost originally, and you 2 
to put it in. If this committee will pass appropriate resolutions, permi 
to do so it won’t be 24 hours before we will do it. ‘s 

Hon. Mr. Stevens: If you will note, Captain Black, you will see a 
all disclosed there. It is not hidden, it is disclosed. 

The CHarrMAN: On page 7. We will go on with the liabilities now. 

Sir Henry THornTon: Perhaps it will be cleared up as you go thro 
the liabilities. 

Mr. Geary: Your insurance fund, to the extent of $3,000,000, is that 
or investments? é 

Sir Henry THorNnToN: That is invested in government securities and 
class securities. =a 

Mr. Geary: That is a real asset set aside. - 

Sir Henry THornton: Oh, yes, it is absolutely apart. from angie ata 
and we add to it year by year. It has been built up in the same way that w 
built up the insurance reserve for the railway. The insurance reserve for t 
railway now, I think, represents about $11,000,000, or maybe a little more 

that all is invested in certain bonds and first- class securities, and is kept apa 
from all the other securities and assets of the railway company. The same is 
of this. 


Mr. Geary: You have got this amount charged to your assets, then 
take a credit for the reserve that it represents? 


Mr. Coorer: Yes. In case of a wind-up of the company the reserve woul 
be a surplus. 


Mr. Geary: I do not quite make that up. 


Sir Henry THornton: If the company was wound up to-day you wo’ 
find in the possession of the company securities to a marketable value of $3, 24 
000. 


Mr. Buack (Halifax): In connection with this tonnage which repres 
$61,000,000, the shrinkage in value per ton appears in this $52,000, ele 
value per ton is this $52,000,000. 


Sir Henry THornton: I think the answer to that is $200 a ton. Th 
right, is it not, Mr. Cooper?) We carry this in at the original value. T 
-an approximate figure, of course. : 
Mr. Geary: That is what you get by dividing up? ~ 

Sir Henry THorNToN: Yes. 


Mr. Buacxk (Halifax): Are the deficits of all these years included i in th 
You have made no profit for some years. 


Mr. Coorrr: No. : 
Mr. Buack (Halifax): Is that loss included in this $52,000,000? 
Sir Henry THornton: That is the loss, yes. : 
Mr. BLAcKk (Halifax) : Then I am perfectly satisfied that I am right, F 
the value of this tonnage is put in at very much greater than it would reali 
Sir Henry THornton: That is quite true. ; 
Mr. Brack (Halifax): In other words, the Merchant hegee has cost, 
country to date $121,000,000. fe 
Sir Henry Tuornton: I do not know whether it would be s121, 000,0 
but it would be a very, very large sum. 
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‘That is. igcimttiod, Mr. Black, years ago. 

Well, it is a pretty expensive operation. 

ess I quite agree with you. 

Better close it up. 

ae The Wnited States lost money on their merchant marine. 

1 Henry TuornToN: I think something like a billion dollars. 

Geary: The Merchant Marine was acquired during the course of the 
ras it not? ¢ 

Sir Honry te a It was es as a result of war conditions, and the 


aed And for that purpose. 


Sir Henry THornton: And for a certain specific purpose. We have been 
ng the best we can with it. 

Mr. Buack (Halifax): A man stepped in there who knew nothing about the 
_ It was just a piece of ignorance. 

ir Henry THornton: What individual are you referring to? 

Mr. Buack (Halifax): The Minister of Marine who carried it on: He is 
le man responsible. 


ane 


ae r Henry TuHornton: I thought you were referring to me. 

r. BLACK (Halifax) : No; sir. 

Sir Henry THornton: If so; it saw evidence of a pleasant discussion. 
Mir. Cooper: Liabilities. 
RM fay LIABILITIES 

Caprra Stock: 

_ Authorized: 

10,000 Shares of $100.00 each. . Pew rats. gies OO0}000; 00 


Issued: 
fe 6009 ohares of $100:00 each. 0.120. .228s5.560.24. 660,900 00 


Less: 
Cancelled or held in Treasury in respect of Ves- 
sels disposed of—3,496 shares............... 349, 600 00 
——_—————— 311,300 00 


~ Dominion or Canapa Account: é 
Notes Payable and Advances due Dominion Govern- 


» ment (Secured by Mortgage on Vessels)....... $46,538,225 44 
~ Other Advances by Dominion Government......... 11,991,856 27 
Interest Accrued to December 31st, 1929............ 25,782,322 41 
$84,312,404 12 
Balances Outstanding on Vessels Sold............... 100,000 00 
; —————————_ 84, 412, 404 12 
CHES TE PIS TRO Ae Arena 8 oS aN la et at ne a 730,767 65 
PAGAN CHS OF WINCOMPLETED VOWAGES «00.00.0000 le cere y eect e eet ee ees 281,264 31 
Oh iamiptansimnay (Creu ro rinse ie ee eA ego ind eR er 20,971 30 
Belicon WEDS DRPREGIATION—VESSELS i. 210. esl. elec e ee ete eee es 16,300,735 47 
| TO NSAIIRNN@E, RTORION MoO Be oes Col nh ey ore iodide aan ean AE ernie ahi 3,202,519 18 


PR QinIT Ait) IDRIS TD yoverceren 2) eg AGEN eis ak earn ca nee ne 52,722,065 26 
ContTINGEn?T LiaBinities—NoNrE ASCEE TAINED 


J. M. ROSEVEAR, $52,537,896 77 
General Comptroller. — 


Sir Henry TuHornron: Interest accrued to December 31, 1929, represents 
oney that the government has contributed to make up deficits and interest 
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Mr. Coorser: Oh, yes. Sh a ees 8 4 
Mr. Geary: And worth money, and which you caeale an i 
assets,—all your assets deducted from what you owe the sh, 
how the thing will wind up. 
Sir Henry THornton: That is where you would get off. ‘ 
Hon. Mr. Srevens: It would represent what you could sell the 
for plus your securities against insurance, reserve and depreciation reser 
that is what you would have. We might. as well admit and face thi 
that when you come to wind this thing up and sell these vessels She wi 
mighty little out of it. 
Sir Henry TuHornton: All you will have is the scrap value and the 1 
ance fund. One of the things I think the committee might want to expres 
opinion upon is the future policy with respect to the Merchant Marine 
Mr. Cantey: I gave you my opinion yesterday. 
Hon. Mr. Stevens: Is the railway at the present time experiencing ben 
rh tes ay of increased traffic sufficient to warrant the paying of an $800 00 
deficit? 
Sir Henry THornton: As far as the railway is concerned, I shouted say 
No. We get increased traffic amounting to something more than 22,00 
a year in round figures. 


Hon. Mr. Stevens: Which cost us last year $800,000 in actual oper 
deficit? 


Sir Henry THorNTon: That is right. 


Hon. Mr. Stevens: And if we keep those ships for another year they 
be worth that much less than they are to-day. 
Mr. Buack (Halifax): There is another feature to it, these ships are Ca 


ing merchandise to Boston and New York, and you are not carrying these g 
to ue or any other See pors, 


and I think all Canadians should, is the fact of the taxpayers of Canada cari 
ing cargoes to the United States, and at cut rates in many instances. _ = 
Sir Henry Tuornton: The only reason is, as long as you have the ships 
it is better to move them with some freight in them than to move them es 
Mr. Geary: You do your own insuring, de you? 
Sir Henry THorntToN: Yes. 
The CHAIRMAN: We might as well go on with the operating account, 
pass it over and go to the West Indies service. 
Mr. Geary: We had better finish this. ? 
Hon. Mr. Stevens: Why do you include that $100,000 balance outstand 
on vessels in the Dominion of Canada account? is 
Mr. Cooper: Two vessels were sold to the Kingsley Navigation Comp J 
There is $100,000 due by that company, and in turn the amount is due to 
minister, so that in the accounts receivable this item of $357,000 on the 
side includes $100,000 due to the company. The corresponding liabilit 
the government is on the other side. 


Sir Henry THornton: If you did not do that and presented an acco! 
made up differently the chartered accountants would refuse to certify i 


Hon. Mr. Srevens: It is included in the $357,000 accounts receivable 
Mr. Cooper: Operating account for the year 1929, page 8: . 
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1929 1928 


hee Ea ice eae $ 8,370,566 19 $ 9,112,484 53 
eae acy Pe ee eo kOe 875 26 00 


Panera esteem hehe ciet a nels $ 8,371,441 23 $ 9,112,510 53 


ET a eis conga eho ors $ 8,738,742 77 $ 9,556,609 62 


Pre ad dea rh, MONO 9,118 45 14, 230 48 

GAN RAID NOR Do MTS SIE A Go al Ry 175,051 97 169,917 83 

rks ab goer Ra ea ag 220,610 42 379, 671 22 

Retin etes Seve a: cee syd 8/044 69 15,434 85 

hee eet aT Whe a ahs eres ipeo2zour0 24,661 66 

Mean eI Ie Wri scdow ive Sere oe 7,404 65 15,509 92 

Ee UR i etara aire sale othe Gu es eeeiare 6 26,852 40 33,309 31 

mre rinse Noe dy ay 18,112 91 41,020 04 

ffice Supplies and Expenses.................0...005 12°252-78 24,378 38 
Miscellaneous Expenses,..............-.- Me ia oe 21,873 30 25,390 56 
SMES MAN MKCMAN GO Tiny ett ttl sings csis oh, alain ed i. 1,041 60 21,459 68 


SLOtH MIRNEUSCR YE inves). suc) weivis A oes. @ 9,200,048 44. $10,321,593 55 
Be ee ep re MN ieee ciel oe $ 878,907 21 $ 1,209,083 02 


Wiener igen cr Versela, 6... c. oe: oc sos eTac ss $ 1,861,925 27 $ 2,431,315 71 
Interest on Government Notes and Advances....... 3,187,926 35 3,905,126 51 


2 A Tayi Cfo fees see en a oe $5,928,758 83 $7,548,525 24 


w eas PORTO: No, it was due 6 the curtailment of some services 
t abandonment of certain unprofitable services—partly what you say. 
. Brack (Halifax): In management and office salaries, there is a saving 
previous year of $150,000 in round figures. Is that in reduction of 
_ That is a very, very large sum. 

Cooper: Is is not altogether a saving. It is due to the inauguration 
West Indies service. The management, of course, has to be divided as 
en the two services, and, therefore, a proportion in 1928 was charged— 
Buack (Halifax): And there is a deficit in the West Indies service? 
Mr. Coorrr: Yes. 

ae That lessening of your depreciation reserve is due to fewer 


Ir. Coopmr: Yes, sir. 
. Geary: I think if you got rid of those vessels you may show a profit 


“Hon. Mr. STEVENS: I do not see that we can consider the question now of 


rade of the country generally, how the trade routes established by these 
are oo Be taken care ae by other lines; will it be to our advantage? Will 
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* M ‘ im if si ee faye a 
The CHAIRMAN: Do you want, ae examine the We 


Mr. Cantley: You might be good encugh to tell us, Sir 
been the outcome of the South American service? 


Sir Henry THorntTon: That has proved quite satisfactory The 3 
eleven boats with a net profit of $23,271. 
Hon. Mr. Stevens: Before depreciation or interest. 
Sir Henry THornton: That is simply the difference between the 
revenue and the operating revenue. : 
Hon. Mr. Stevens: That is before depreciation or interest? 
Sir Henry THORNTON: Yes. 
Mr, Cantiey: Is that the only service you made any money on? : 
Sir Henry THornton: Not entirely. The services that were profita 
were the inter-coastal services which netted practically $88,000. The servicer 
that showed a profit were the inter-coastal, the New Zealand and the § out 
American. 
Mr. Geary: How do you come to have some West Indies voyages 
Sir Henry? Are they repeated see ie in the West Indies service, or 
they run independently of the West Indies? 
Mr. Cooper: The Fisher, the Forester and one or two other boats Ww 
were operated in the service until the new vessels were put in commission. 
The CHAIRMAN: Do you want to consider the West Indies service 1 
page 18? 


a 
Hon. Mr. STEVENS: Yes. 
Mr. Cooper: Operating account, page 20. 
OPERATING REVENUE: 
Closed? Voyages <: 5.45 SEP ao Se ee ene re reg ee ig $ 3,331,808 25 
Commission: 2) 28.6 2 ees Ng ee ea eee 875 12 
TPotaleReyvenues: eos oe ae eee Feat et $ 3,332, 683 on 
OPERATING EXPENSES: i 
Gloséd: Voyages: 3.) 2227 Gi i ot ee des ee ee ee $ 3,314,612 91 
Miscellaneous Wharf Bixpenses:.4: 2i)) Ghee oc es ee eee 6; 287 be 
Management.and Office Salanies:4° i. (2) ice. eee se ee 209,934 75 
Rent, Taxes andinsuranceiss.: 6 2a eee ee in ee 9,202 43.7 
‘Travelling Wxpenses 2.3.0.0). Se oon ee ee ae dt hen pes 22,965 46 — 
Printing-and Stationeryccd © 2.500 ee ee eee 38, ASseab 
Advertising. 3.8) he nh SO Ss cee cet et er 32,064 22 — 
Postage, Cables and Telegrams 28.005 81 
Office Supplies and Expenses..... = 18,796 44 


Miscellaneous Expenses........... : 163335 08 

Inauguration. Pxpensesy: 22 acta ee ee ee 113,647 06 

Interest:and Pxchange sou) te ee ee egy oe it 491 40 
Total Expenses.) 3542 3.5. ote Se ae ee $38,780, 524 65 


OPERATING LOSS FOR YEAR) 1520 ee $ 447,841 28 


Oruer CHARGES: : a 
Depreciationson. Vessels 2345085. 672..c0 e aph oe eas eee Soe Rey ee .$ 227,315 4 
Interest on Notesand Advances: 2053 Sch q02 1) eee 


Total Loss 912.22 leet ie ee eee $ 1,117,896 48 


Mr. CantLey: What rate of depreciation is charged? 
Mr. Cooper: Three per cent. 
Mr. Geary: They were not all new vessels, were they? 


Mr. Cooper: No, sir. The five Lady ships were new vessels. ones 0 
vessels were transferred from the Merchant Marine service. 


109 


ine were made i ships eee are os in the list of West Indies ae 


Mr. Cooprr: No, they were Merchant Marine ships which were tempor- 
gaged i in the West Indies service. 


* | GEARY: What ‘ies those ships do now? 


. Sir Henry THorNTow: It means the actual cost of the five new boats and 
reconstruction of three- boats for auxiliary service in connection with the 
Vest ‘Indies trade. ~ 


: ‘e ‘Hon. Mr. Stevens: And the other three—how do you account for them? 
ir Henry THorntTon: Which other three? 


Hon. Mr. Stevens: That only accounts for nine. Have you transferred the 
ginal cost from the Merchant Marine to this West Indies service? 


Sir Henry THorntTon: It represents, of course, the five Lady boats. 


Mr. Cooper: The three vessels which were converted, and four other 
sels which were not converted. 


- Hon. Mr. Stevens: Have you put them in at a valuation or at cost? 
Mr. Cooper: At a valuation. 


but in general the banana trade and the movement of bananas has been quite 
ip to expectations. 

Mr. Miz: You have keen competition, I understand. Are rates on 
anas.fairly satisfactory? 

Sir Henry THornton: Well, no rate is ever satisfactory, but it is the 
st we can get out of it, if you know what I mean by that. 

Mr. Geary: Are the United Fruit going into Halifax too with bananas? 


Sir Henry THornton: They go into St. John. They brought into St. 
fohn last vear 1,067,000 stems as against our 1,500,000 stems. 


Moved by Mr. Stevens, seconded by Mr. Gray, that the annual report of 
Canadian National Railway System be adopted, also that the eleventh 
mual report of the Canadian Government Merchant Marine Limited and first 
ual report of the Canadian National (West Indies) Steamships Limited be 


“Motion agreed to. 


_ Sir Henry TuHornron: The question of the carrying on of the Merchant 
Marine is under discussion now between the administration and the government, 
Mr, Stevens suggested should be done. 


- The committee adjourned. 
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_ REPORTS OF THE COMMITTEE 
THIRD AND FINAL REPORT 


Frmay, 16th May, 1930. 


The Select Standing Committee on Railways and Shipping owned, operated 
id controlled by the Government beg leave to present the following as a 
urd and Final Report. 

- Your Committee, to whom was referred for consideration and for report 
to the House the estimates on the Canadian National Railways, the Canadian 
ernment Merchant Marine, the Canadian National (West Indies) Services, 
he Maritime Freight Rates Act requirements, held five meetings in the 


of which it examined sundry witnesses, including:— 


‘Sir Henry Thornton, K.B.E., Chairman of the Board and President, C.N.R.; 
Hon. T. A. Crerar, Minister of Railways and Canals; 
YV. I. Smart, Deputy Minister of Railways and Canals; 

Ae Hungerford, Vice-President, Operation and Construction Departments, 
a. 5 


ange Burnap, Vice-President, Traffic Department, C.N.R.; 

D. C. Grant, Vice-President, Finance Department, C.N.R.; 

R. C. Vaughan, Vice-President, Purchases and Stores Department, C.N.R.; 
: mo: D. Robb, Vice- President, Insurance, Colonization and Telegraph De- 


W. Fairweather, Director, Bureau of Economics, C.N.R.; 
. H. Cooper, General Auditor, C.N.R.; 

H. T. Hazen, Assistant Chief Engineer, C.N.R.; 

A. H. Allan, Assistant General Manager, C.N. Steamships; 
J. P. Doherty, Traffic Manager, C.N. Steamships. 


Canapian Nationa RaILways 


Your Committee has had under consideration Item 321 of the supple- 
entary estimates, which provides for loans or guarantees of $6,010,639.89 to 
Canadian National Railway Company, being supplemental to item 336 of 
timates of 1929-30. Your Committee is 7 the opinion that this amount 
ecessary for the purposes of the Company and should be voted by this 
louse. 

Your Committee has also had under consideration Item 323 of the estimates, 
h provides for loans or guarantees of $51,600,000 to the Canadian National 
way Company for the year ee December 31st, 1930. These estimates 
, in accordance with the practice of the last two years, been prepared on 
basis of the full calendar year to coincide with the railway fiscal year and 
oids overlapping and the tendency to confusion which existed when the annual 
yort of the railway was on the basis of the calendar year and the estimates 
the basis of the federal fiscal year. 

The annual report itself was divided into three sections as follows:— 

1. That containing the result of operations of the Canadian National Rail- 
ys exclusive of the Eastern Lines. 

2. That containing the result of operations of the Eastern Lines as defined 
Maritime Freight Rates: ae 
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ing Eastern Lines. : 
Your Committee notes that She operating ee for the year 
not as favourable as those of the previous year, due almost entirely 
reduced crop in the Prairie Provinces and to marketing conditions. 
disturbing feature was the depreciation of values on the stock market 
resulting lethargy in business during the latter part of the year. 
Your Committee was given a full explanation of the reorganizatio 
Central Vermont Railway, Incorporated, and of the consolidation 
properties formerly known as the Grand Trunk Western Lines. In view 
explanations given, your Committee is of the opinion that this amou 
necessary for the purposes of the Company for the coming year and sho 
voted by this House. 


CANADIAN GOVERNMENT MERCHANT MARINE 


loan to the Canadian National Steamships (Canadian Government 
Marine, Limited)—to be applied in payment of deficits in operation~ 
Company and of the vessels under the Company’s control during the year 
ing December 31st, 1930, and capital requirements, amounting in all to $400 

Your Committee examined the report of operations for the year | 
December 31st, 1929, and notes that the results have been more favow 
than those of the previous year, due to the discontinuance of certain unp: 
able routes. Se 

Your Committee also reviewed the balance sheet of the Compan 
of the opinion that the amount of $400,000, included under Item 324 o 
estimates, is required for the purposes of the Company and should iene 
by this House. 


CANADIAN NaTIoNAL (West INprESs) SERVICES 


Your Committee had under consideration Item 325, loan to the Ca 
National (West Indies) Steamships, Limited whose steamships pro i 
services called for by the West Indies Trade Agreement. 

Your Committee notes that the operations for the year ending D 
31st, 1929, resulted in an operating loss of $447,841.28, which being t 
year’s operations are as satisfactory as could be anticipated. 

Your Committee is of the opinion that the amount asked—$870,000— 
necessary for the requirements of this service in accordance with treaty ob 
tions and should be voted. 


Maritime FreicHt Rates Act a 
Your Committee has had under consideration Item 322 of the ft ; 
supplementary estimates 1929-30—$627,390. 34—being supplemental to Ite 
of the estimates of 1929-30. Your Committee is of the opinion that this a 
is necessary and should be voted by this House. ae 
Your Committee has also had under consideration Item 327 of the esti 
to provide for the payment to the Canadian National Railway Company, 
required by the Maritime Freight Rates Act, of the deficit in receipts” 
revenues, incurred during 1930, on Eastern Lines, the amount of the estir 
deficit being $4,750,000, and in addition a sum of $2,450,000, representing 
estimated amount by which the revenues of the Eastern Lines will be le: 
during the coming year by the reduced rates granted under the Maritime Freig 


Rates Act in accordance with the recommendations of the Duncan Comm 
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of the special considerations involved in the Maritime Railway situa- 
the House is familiar, your Commission is of the opinion that 
re necessary to give effect to the Maritime Freight Rates Act 
ation of the Eastern Lines, and should be granted by this House. 
four Committee has also had under consideration Item 326, to provide the 
1,000,000 from which privately owned railways operating in territory 
ed by the Maritime Freight Rates Act shall be reimbursed the difference 
feen normal tolls and the special tolls provided by that Act. Your Com- 
is of the opinion that this amount is necessary to implement the pro- 
of the Act in that regard and should be granted by this House. 


- But 130 


ur Committee to whom was referred Bill 130, “An Act respecting the 
in National Railways, and to provide for the refunding of certain 
financial obligations,” have taken the said Bill under consideration 
agreed to report the same without amendment. 


nana k 


ur Committee to whom was referred Bill 131, “An Act respecting the 

adian National Railways, and to provide for certain financing in connec- 

1 with certain lines of railway located principally in the State of Vermont,” 
taken the said Bill under consideration and have agreed to report the 
ithout amendment. 

. copy of the evidence taken by your Committee is appended. 


All of which is respectfully submitted. 


EUGENE FISET, 
Chairman. 
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